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The global economic
situation: prospects
and challenges

Dominique Strauss-Kahn
Managing Director,
International Monetary Fund (IMF)

he global economy is on the path to recovery, but there are hazards in the road and the journey
will not be easy. The recovery in the first half of 2010 was stronger than originally expected, but
we anticipate a slowdown in the rate of growth during the next 12 months in light of weaker US
growth, waning fiscal stimulus, and concerns about sovereign debt and associated financial stress.
Renewed financial instability this spring and long unemployment lines this summer jolted us back
to the harsh reality: we still face fundamental weaknesses in the financial sector and structural
challenges in the public finances of advanced economies, while the rebalancing of global demand
remains elusive. The world must see greater progress in these areas if we are to secure lasting, broadbased growth. Without the pressure of crisis motivating decision-making, we need strong leadership
for tough policy choices.

T

Crisis and first response
The global economic crisis erupted when vulnerabilities
and imbalances that had accumulated over many years
of apparent prosperity could no longer be contained.
These vulnerabilities were the result of a breakdown in
market discipline, financial sector regulation, and global
macroeconomic policy.
One common factor spanning this web of market
and policy failures was the lack of cross-country
co-operation – the weakness of global economic
governance. In the financial system, this manifested itself
in fragmented surveillance of cross-border financial
institutions, a poorly identified framework to deal with
systemic but bankrupt financial institutions, and ad hoc
bilateral, regional and multilateral arrangements to meet
financing and liquidity needs. As for economic policy,
uncoordinated, nationally-driven policies over an
extended period led to a build-up of unsustainable
external current account imbalances.
The global nature of this crisis set in stark relief the
irreversible interconnectedness of world economies. The
common threat of a global disaster motivated a dramatic
increase in international co-operation and set in motion
an unprecedented co-ordinated response. Measures
included massive fiscal stimulus (in countries with fiscal
space) and deep rate cuts by major central banks. There
was also a dramatic increase in IMF resources and IMF
lending, and a strengthening of the global financial safety
net with the introduction of new IMF facilities,
including the Flexible Credit Line (FCL), and
the establishment of currency swap lines between
8
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countries/central banks. Many of these efforts were led
by the G20, which took a leadership role in steering
around the global economic and financial hazards to
avoid a deeper crisis. So where are we now?

The common threat of a global
disaster motivated a dramatic increase in
international co-operation and set in motion
an unprecedented co-ordinated response.

Outlook
At this juncture, the outlook is uncertain and there are
sizeable variations both across and within regions. This is
very much the case across the Commonwealth nations,
where, for example, activity in India is booming,
Malaysia is thriving on the vitality of China’s economy,
but countries as diverse as Jamaica and the UK are
struggling to repair the damage caused by the Great
Recession. The IMF forecasts global GDP to expand by
Table 1. Real GDP growth rates, 2010 and 2011
(year-on-year % change)

Real GDP growth rates
2010
2011

World

4.8

4.2

Advanced economies

2.7

2.2

Emerging economies

7.1

6.4
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Figure 1. World Trade.

Figure 2. Industrial Production.

4.8 per cent in 2010, slowing to 4.2 per cent in 2011,
with relatively strong growth in most emerging markets
and low income countries, and rather subdued growth
in major advanced economies.

emerging Asia reached 9.5 per cent (annualised) in the
first half of 2010, as robust domestic demand spread from
China across the region. In China, major fiscal stimulus, a
large expansion of credit, and specific policies aimed at
spurring private demand have helped boost domestic
demand growth. The recovery is now well established
and a transition from public stimulus to private sector led
growth is under way. Real GDP in Latin America grew
by about 5.8 per cent (annualised) in the first half of
2010. The expansion is strongest in Brazil, although a
number of other economies have also returned to solid
growth. Many of these emerging and developing
economies had successfully concluded reforms that have
improved macroeconomic policy frameworks and
strengthened their resilience to shocks.

There are renewed signs of slower
growth in the US owing to weak
housing markets and high unemployment.

Over the course of 2010, the momentum of activity
has slowed. Notably, there are renewed signs of slower
growth in the US owing to weak housing markets and
high unemployment. In addition, activity will be
dampened by the forced front-loading of fiscal
consolidation in certain countries, brought on by stress in
the financial markets related to concerns about sovereign
solvency. Downside risks are more elevated, reflecting
primarily the interaction between sovereign distress and
financial sector weakness, aggravated by declining room
for policy manoeuvre.
Advanced economies

Investment is showing some strength but consumer
spending is being held back by sluggish growth in
employment and real incomes. In Japan, strong fiscal
stimulus and demand from Asian trading partners has
helped the recovery, although private demand is weak.
Growth in the euro area has strengthened in recent
months owing to the depreciated euro and strong foreign
demand for capital goods, but heavy reliance on bank
credit and tight lending conditions continue to weigh on
euro area demand.
Emerging markets

In Asia and Latin America, fixed investment has expanded
vigorously as policy stimulus has waned. Growth in

Developing economies have started
sharing in the expansion in world trade.

By contrast, growth in emerging Europe and the
Commonwealth of Independent States is more subdued.
These regions experienced a larger shock due to
domestic vulnerabilities and their proximity to advanced
economies in Europe. Several economies are struggling
to return to sustained growth.

Low-income countries (LICs)
Thanks also to stronger policy frameworks, growth in
the world’s poorest economies is projected to return to
about 6 per cent in 2010-11, appreciably higher than in
the 1990s. While there are many factors behind the
robust recovery, of particular note is that developing
economies have started sharing in the expansion in
world trade, and that foreign investors did not
Washington D.C., USA, 7-8 October 2010

9

Global Economic Situation

Source: IMF staff estimates.

Euro area economies with average spreads over 150 bps from
10 May 2010 through 10 Sept 2010.
Figure 3. Government Bond Spreads in selected Euro area economies (2-year
yield spreads over German bunds; bps).

Figure 4. Global Imbalances (per cent of world GDP).

completely abandon this market during the crisis. For its
part, the IMF has made important reforms to better
meet the needs of LICs, as detailed in the article
The IMF response to the global crisis: meeting the needs
of low-income countries, in the 2009 CFMRR
(http://issuu.com/henleymedia/docs/cfmrr2009/20).

Transforming this tentative recovery into a sustained,
long-term one rests then on three key policy imperatives
(which are well articulated in the October 2010 World
Economic Outlook and Global Financial Stability Report):
Rapid progress to repair and reform the global
financial sector. Accelerated financial restructuring in
advanced economies and global regulatory reform should
be top priorities. Insufficient progress is impeding credit
and growth, and spilling over into emerging and
developing countries. Moreover, failure to address weak
banks raises the spectre of further fiscal support and low
interest rates to support the recovery, delaying the
normalisation of monetary and fiscal policies in advanced
economies. This could complicate macroeconomic
management in emerging economies through capital
inflows. Beyond these ‘legacy’ problems from the crisis,
governments must also urgently put in place prudential
frameworks that deliver a safer global financial system.
Acting promptly is essential to reduce the likelihood of
another crisis, and it would alleviate regulatory
uncertainty, which is also weighing on growth.

Failure to address weak banks
raises the spectre of further fiscal
support and low interest rates
to support the recovery

Global financial sector: from ‘critical’ to
‘serious’ condition?
While banks had made some progress at rebuilding
capital and strengthening balance sheets, overall progress
toward stability and reform of the global financial system
suffered a setback this year. Turmoil in sovereign debt
markets in Europe highlighted serious vulnerabilities
in the balance sheets of banks and governments.
Extraordinary interventions by policy-makers (the
European Stabilisation Mechanism, the Securities
Market Programme, and stress tests) succeeded in
stabilising conditions, but markets are now focused on
sovereign risks, and banking systems remain susceptible
to shocks that could affect their sources of funding.
This could intensify pressures on deleveraging, lead to
tighter lending standards, and place a further drag on
public finances and recovery – the infamous ‘adverse
feedback loop’.

Policy imperatives
Policy-makers need to confront the risks to the recovery
created by still fragile financial institutions, their
interaction with ballooning public debts, and nagging
imbalances in global saving and investment.
10
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Many governments need now to
deliver ambitious and credible plans that
lay out how deficits and debt will be
reduced over the medium term.
Internal economic rebalancing. This involves
strengthening private demand in advanced economies so
as to facilitate fiscal consolidation and a reduction in
public debt. While the timing of stimulus withdrawal will
depend on particular country circumstances, many
governments need now to deliver ambitious and credible
plans that lay out how deficits and debt will be reduced
over the medium term. This will help calm nerves in
financial markets and create room for more policy
manoeuvring in the short term. Without credible plans,
moves to extend further fiscal support to aid the recovery

Global Economic Situation

could cause renewed turbulence in debt markets,
undermining its effectiveness. These plans should
emphasise policy measures that are ‘growth friendly’, i.e.,
those that reform major, rapidly growing spending
programmes such as pension entitlements and public
healthcare systems, and that improve tax structures in
support of work, production, and investment without
large dampening effects on demand.
External economic rebalancing. An increase in
net exports in current account deficit countries such as
the US, and a decrease in net exports (or increase in
domestic demand) in external surplus countries, notably
emerging Asia, would help raise global demand enough
to permit consumers in deficit economies to rebuild
their savings and governments in deficit countries to cut
fiscal deficits and debt. This would also diversify the
sources of growth (in the face of weaker growth in
major trading partners) and raise the standard of living in
the surplus economies, and prevent any aggravation of
imbalance at the global level.

Global rebalancing of demand
will be difficult if not impossible
without collaboration.

Multilateralism and co-operation: the
essentials
Just as collective actions were critical in avoiding a
financial meltdown, they will be essential in putting the
recovery on a sustainable footing. Indeed, global
rebalancing of demand while achieving strong growth
will be difficult if not impossible without collaboration.
Given the linkages between countries and markets,
international co-ordination on the degree and pace
of fiscal adjustment, the extent of monetary
accommodation, and financial sector policies will be
critical to bring about internal demand rebalancing
as well.
Answering that call, in 2009, G20 Leaders launched
the Framework for Strong, Sustainable and Balanced Growth.
Not unlike the Commonwealth of Nations, the G20 is a
voluntary association of sovereign states, with diverse
social, political and economic backgrounds, working
toward a set of common goals. The G20 Framework is a
process that comprises the declaration (ownership) and
mutual assessment of economic policies to achieve their
shared objectives – called the Mutual Assessment Process
(MAP). The IMF is providing technical and analytical
support to this process.
Taken at face value, the initial G20 macro frameworks
prepared earlier this year envisaged strong, sustainable
and balanced growth. However, the projections appeared
relatively optimistic and the attendant policy plans were
not far-reaching enough. IMF staff produced alternative
scenarios to quantify the risks to the projections and to
suggest actions that could bring countries closer to their

shared objectives. Specifically, we assessed the impact of
three mutually-reinforcing policy layers, as laid out here:
growth-friendly and credible fiscal consolidation in
major advanced economies, beginning in 2011; policies
aimed at nurturing domestic demand in emerging
economies with large external surpluses; and structural
reforms aimed at boosting potential output and reducing
unemployment across the membership. This analysis
demonstrated the benefits of collective actions that
could make everyone better off.
G20 leaders made a commitment in June 2010 to
undertake “concerted actions to sustain the recovery,
create jobs and to achieve stronger, more sustainable
and more balanced growth” (G20 Toronto Summit
Declaration). Country-level policy plans, whose
potential impact the IMF is helping evaluate, will form
the basis for a comprehensive action plan that will be
articulated by G20 Leaders at the Seoul Summit this
November.
The policy challenges are not easier now that the
acute phase of the crisis is passed. Indeed, policy choices
are usually more difficult in the current type of
environment. The stakes are high, particularly for the
210 million people around the world who are out of
work. The devastation of unemployment wrought by the
Great Recession – an increase of over 30 million people
since 2007 – threatens the dignity of millions of people,
as well as the social fabric of societies. We hope to be
able to look back in many years and say that this was a
period in history when leaders showed courage and
made the right decisions.
Projections available at the time the Report went to print.

Dominique Strauss-Kahn assumed office as the tenth
Managing Director of the IMF in November 2007. Before
joining the IMF, Mr Strauss-Kahn was Professor of Economics
at Sciences-Po Paris. From 2001 to 2007, he was elected thrice
to the French National Assembly. From 1997 to 1999 Mr
Strauss-Kahn served as Minister of Economy, Finance and
Industry of France. In this capacity, he managed the launch of
the Euro.
The IMF is an organisation of 186 countries, working to foster
global monetary co-operation, secure financial stability, facilitate
international trade, promote high employment and sustainable
economic growth, and reduce poverty around the world.
International Monetary Fund
700 19th Street, NW
Washington, DC 20431
USA
Tel: +1 (202) 623 7000
Fax: +1 (202) 623 4661
Website: www.imf.org
Washington D.C., USA, 7-8 October 2010
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Special Feature by the Securities and Exchange Commission, Nigeria

Nigeria, the preferred
investment destination
he Securities and Exchange Commission was established in 1979 as a government agency to
regulate and develop the Nigerian capital market. It derives its mandate from the Investments
and Securities Act (ISA) 2007. The Commission is specifically responsible for the registration of
securities offered to the public (public issues) by corporate entities or governments or offered by
public companies to select groups of investors (private placement) or to shareholders (rights
issues). It is responsible for the regulation of market operators (intermediaries) and capital market
consultants such as solicitors, accountants and estate valuers who participate in capital market
transactions. The Commission also regulates mergers, acquisitions, takeovers and all forms of
business combinations, in order to prevent monopolies and engender competition.

T

revitalising our enforcement
programmes, introducing new
products, enhancing our processes,
widening the investor-base and
invigorating investor education. By
making significant progress on all
these fronts we believe that we are
doing what is necessary for building
a world-class market.

At a glance
• Head office: Abuja (Federal Capital
Territory)
• Six zonal offices: Lagos, Kano, Port
Harcourt, Kaduna, Maiduguri,
Onitsha
• 16 departments (2009/10)
• 500 employees (2009/10)

Broad objectives
The Commission’s overall objectives
are to:
• Ensure the existence of a stable,
orderly, transparent, fair, efficient
and viable market that protects
investors
• Effectively enforce relevant laws,
rules, regulations and codes
• Maintain zero tolerance for
infractions in the market
• Deepen the market by promoting
the introduction of new products
and processes
• Contribute to the nation’s
economic growth and development.

Interview
with Ms Arunma Oteh, Director
General of the Nigeria Securities and
Exchange Commission
by Sylvia Powell,
Editorial Correspondent
for Henley Media Group.
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Given that Nigeria aspires

SP to be among the 20 largest

economies worldwide, how can the
capital market facilitate and diversify
economic growth and a greater presence
for Nigeria in the global arena?
Ms Arunma Oteh, Director General of the Nigeria
Securities and Exchange Commission.

Global commentators have

SP lauded your appointment as
Director General and your vision
for transforming Nigeria’s capital
market. What would you say are
the key aspects of your agenda for
repositioning the Nigerian market for
greater international competitiveness?
Our objective is to build a

AO strong, fair, efficient and low
cost market, which will be the
preference for capital sourcing
by corporates and governments
alike. We are doing this by
continually raising the standards of
our regulatory environment,

The Commonwealth Finance Ministers Meeting 2010

We believe that the capital

AO market is clearly an enabler
for diversifying the economy. The
Nigerian economy is approximately
US$214 billion in size. It is the
second largest in sub-Saharan Africa
and has been growing at an average
of 4-5 per cent per annum over
the last five years. The Nigerian
economy accounts for 41 per cent
of West African GDP, and 47 per
cent of its population. While the
Nigerian economy has been able
to achieve its growth objectives
over the last five years, there is
still so much that we can do to
diversify our economy beyond its
dependence on oil and gas and
better leverage its capital market to
fuel entrepreneurship, support
the real sector and create jobs, all

Special Feature by the Securities and Exchange Commission, Nigeria
of which bring about the desired
multiplier effect for sustainable
economic growth.

greater market integrity, transparency,
risk mitigation and sounder corporate
governance?

SP The global economic downturn

AO market is its investors. If

exposed some weaknesses of the
regulators in established markets. Are
there lessons that a frontier market
such as Nigeria can draw from this?

The greatest asset of any capital

You have placed a high priority

investors lose confidence, the ability
of the market to mobilise and channel
long-term funds which are vital for
economic development will be
marred. The SEC has a zero tolerance
policy on any form of market
violation and we are determined to
name, shame and employ any
sanction we consider appropriate to
render such activities unattractive
and unprofitable. We are committed
to strengthening the regulatory
environment and this requires a
strong enforcement framework aimed
at deterring violations. We are
building capacity in people and the
technology to enable us to deal with
infractions much more efficiently.

measures and regulatory frameworks
are you putting in place to enhance

SP demutualisation has arrived at

me is true of the Nigerian capital
market, as the recent crisis provided
us with the opportunity to assess
and strengthen our regulatory
environment. It was inevitable
that national governments would
examine their regulatory architecture
to learn lessons and build pillars to
strengthen their financial markets.

SP on investor confidence. What

The global wave of exchange

“The recent crisis provided
us with the opportunity to
assess and strengthen our
regulatory environment.”
The demutualisation of the

AO NSE as well as the Abuja
Securities and Commodities
Exchange is an important step in the
overall reform and transformation of
the Nigerian market into a worldclass market. As you have stated, the
plans are still in their early stages.
However, a new management team
is due to be appointed in January
2011. Once they have been instated
it is our expectation that the
NSE will swiftly progress to
demutualisation and listing.

Source: Reuters, IMF and Renaissance Capital estimates.

It is often said that in a crises

AO are opportunities. This to

Nigeria’s shores. Although the plans
are still in their early stages, have
you put in place a timeline for the
demutualisation of the Nigerian Stock
Exchange (NSE)?

Washington D.C., USA, 7-8 October 2010
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Special Feature by the Securities and Exchange Commission, Nigeria
Nigerian capital market is one that
becomes a catalyst for growth and a
fulcrum for the financial hub of
West Africa.

How the markets compare.

“We believe that the
capital market is clearly
an enabler for diversifying
the economy.”
SP Given your intention to broaden

and diversify Nigeria’s capital
markets, what new products and
strategies are you hoping to implement
in the short, medium and long term?
The

SEC

has received
for
the
introduction of over-the-counter
markets in the country, which would
play an important role in attracting
new companies to the capital market
and provide an alternative platform
for trading in bonds. The NSE
has also filed for approval for an
Alternative Investment Market
(AIM). The SEC supports both
initiatives, which could potentially
deepen the capital market. Other
initiatives we are considering include
partnering with international
agencies to build capacity among
capital market operators, encouraging
upstream oil and gas as well as
telecommunication companies to
list in Nigeria, to diversify the
sector distribution of the NSE, and
institutionalising the stock market
through encouraging collective
investment schemes, including
exchange traded funds, Islamic funds
and other ethical funds and Real
Estate Investment Trusts (REITs).

AO applications
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SP The downturn revealed the

interconnectedness of the world’s
markets and their reliance on each
other. A key challenge faced by global
policy-makers is how to make the
system safer and avert future crises. As
the apex regulator of what is subSaharan Africa’s second largest market,
what role do you believe Nigeria can
assume in building and strengthening
sustainable international co-operation?

“Initiatives we are
considering include
partnering with international
agencies to build capacity
among capital market
operators, encouraging
upstream oil and gas as
well as telecommunication
companies to list in Nigeria.”

The economic crisis and its
effect raised
serious concerns for governments
all over the world. The key
objective of the commission is to
build sound, stable and transparent
financial institutions where investors
are protected in line with
international best practice. This will
see Nigeria evolve to a position
where it can better meet the needs
of the average Nigerian and play its
role in Africa and the wider global
economy. My core vision of the

AO contagion

The Commonwealth Finance Ministers Meeting 2010

Arunma Oteh has been Director
General of the Securities and Exchange
Commission since 7 January 2010.
Before this appointment, she was
Executive Vice President of the African
Development Bank Group from 2006 to
2009, and Group Treasurer from 2001
to 2005. She also held other positions in
treasury and lending from 1992 when
she joined the Bank. Before joining the
African Development Bank she worked
in corporate finance, consulting, teaching
and research for a number of institutions
including the Harvard Institute for
International Development, USA, and
Centre Point Investments Limited,
Nigeria. Arunma Oteh is currently
leading a transformation of the Nigerian
Capital Markets to enable Nigeria to
realise its economic potential. She is on
the board of a number of organisations,
including the Economic and Financial
Crimes Commission (EFCC), the
Pension Commission (PENCOM), the
Advisory Board of the Africa Investor
and the International Financing Facility
of Immunization (IFFIm), a charity
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Goals. She holds a Masters Degree in
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degree in computer science from the
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SEC TOWERS, Plot 272
Samuel Adesujo Ademulegun Street
Central Business District
P.M.B:315
Garki
Abuja
Nigeria
Tel: +234-9-6330000
+234-9-6330399
Fax: +234-9-2346276
Email: secnigeria@sec.gov.ng
Web: www.sec.gov.ng
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Africa and the
financial crisis:
turning challenges
into opportunities

Supachai Panitchpakdi
Secretary-General of United
Nations Conference on Trade
and Development (UNCTAD)

t the start of the new millennium, Africa displayed relatively good economic performance with
real output growth rates averaging about 6 per cent per annum over the period 2003-2007.
However, the financial and economic crisis had a severe impact on this performance, through high
exchange rate and stock market volatilities, lower trade and commodity prices, and declining capital
flows. As a result of the crisis, Africa’s growth rate in 2009 was about 3.5 percentage points lower than
its average over the period 2003-2007 (Table 1). Furthermore, the number of countries with above 5
per cent growth rates fell from 29 in 2007 to seven in 2009, and the number of countries with
negative growth rates quadrupled from two to eight over the same period. Commonwealth countries
in Africa were not spared by the crisis. In fact, Seychelles, Botswana, Namibia and South Africa had
negative growth rates in 2009 and are among the most severely affected countries in the region.

A

A quick and appropriate response
Unlike in previous crises, some African countries
responded swiftly and appropriately to the current crisis
through countercyclical monetary, financial and, in
several cases, fiscal policies. This contrasts with the
region’s response to previous economic crises
characterised by the imposition of austerity (and procyclical policy) measures with negative consequences for
growth, employment and poverty reduction.
International financial institutions responded similarly
to the current crisis in terms of the scale and flexibility
of support provided to Africa. For example, the
International Monetary Fund (IMF) committed over
US$3.6 billion in concessional finance to sub-Saharan
Africa in 2009. Furthermore, it imposed fewer conditions
on loans, thereby increasing the speed of disbursement.
The World Bank and some development partners have
also scaled up support to the region since the onset of
the crisis. These actions have enhanced Africa’s capacity
to cushion the impact of the crisis in the region.

Important lessons from the current crisis
From UNCTAD’s perspective, one of the most
important lessons of the crisis has been the critical role
that policy space played in allowing countries to
implement development strategies appropriate to their
level of development and the type of shocks they face.
During previous crises, African countries that suffered
severe economic turmoil were advised by international
financial institutions to adopt austerity measures.

Table 1: Real GDP growth rates of Commonwealth
countries in Africa (%)
2003-2007

2009

2010

Botswana

4.7

-4.0

3.4

Cameroon

3.3

2.0

3.5

Gambia

6.4

4.8

5.4

Ghana

5.9

4.7

6.4

Kenya

5.5

2.5

3.6

Lesotho

3.5

1.1

2.3

Malawi

6.0

7.0

6.0

Mauritius

4.1

2.8

4.2

Mozambique

7.7

5.4

5.8

Namibia

6.3

-1.8

3.0

Nigeria

7.0

3.0

4.4

Rwanda

5.4

4.5

5.1

Seychelles

3.3

-6.8

3.9

Sierra Leone

7.6

3.5

4.0

South Africa

4.8

-1.8

2.4

Swaziland

2.9

0.2

2.2

Tanzania

7.1

5.5

5.7

Uganda

7.4

7.0

7.4

Zambia

5.7

6.1

5.8

Africa Total

5.9

2.5

4.5

Source: OECD, ‘African Economic Outlook’, 2010.
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Consequently, macroeconomic policies in Africa have
historically been pro-cyclical rather than countercyclical. The current crisis has led to a reassessment of
this approach and has generated interest in the use of
counter-cyclical policies during periods of contraction.
A further lesson from the current crisis has been the
revelation of the state’s role in ensuring the proper
functioning of the market economy. In the past, there has
been an over-reliance on markets for resolving a range of
economic problems, based on the assumption that the
public sector was inefficient and that markets were selfcorrecting. The recent crisis has challenged this view and
underscored the need for governments to strike a proper
balance between the roles of states and markets.

Opportunities for Africa
Despite the setbacks for Africa, the crisis also presents
opportunities for progress in several areas. First, it offers
an incentive for African countries to build robust
regional markets to increase resilience to external
shocks, enhance integration into the global economy,
and promote high and sustained economic growth.
Currently, however, intra-African integration is very
low. The 2009 Economic Development in Africa report
published by UNCTAD indicates that intra-regional
trade accounts for 9 per cent of Africa’s total exports,
compared with 71 per cent in Europe and 46 per cent
in developing Asia. Furthermore, intra-African
investment represents only 13 per cent of inward foreign
direct investment (FDI) flows to Africa, which is less
than half the figure for the Association of South East
Asian Nations (ASEAN).

Macroeconomic policies in Africa
have historically been pro-cyclical
rather than counter-cyclical.

Strengthening regional integration in Africa requires
African governments to address some key obstacles. High
transaction costs, due in part to poor infrastructure as well
as inefficient and multiple border procedures, are wellknown obstacles to intra-African trade and investment.
There are also constraints imposed by a shortage of skilled
labour, political instability, uncertainty of macroeconomic
policies, and the fact that most countries in the region
have similar production and export structures.
The second point is a hugely relevant question for
African countries, post-crisis. The multiple crises of both
the food and energy price shocks in 2008, and the
economic crisis that followed, underscore the need for
countries to reduce their dependence on a few
commodities which are vulnerable to external shocks.
In Commonwealth countries such as Botswana,
Cameroon, Nigeria, Rwanda, Seychelles, and Zambia,
less than five commodities account for more than 75 per
cent of total exports. Furthermore, most countries in
16
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Africa have not made significant progress in the
production and export of manufactured goods that
account for the bulk of world trade and that have been
shown to be important drivers of growth in both
advanced and emerging economies. The 2009 Industrial
Development Report of the United Nations Industrial
Development Organisation (UNIDO) shows that while
the share of developing countries in global
manufacturing added value increased from 24 per cent
in 2000 to 29 per cent in 2005, the share of sub-Saharan
Africa remained unchanged at 0.7 per cent.

High transaction costs, due in part to poor
infrastructure as well as inefficient and multiple
border procedures, are well-known obstacles
to intra-African trade and investment.

There is a need for African countries to transform the
structure of their economies and produce goods with
higher scale returns and added technology, such as
manufacturing and services. The prospect of achieving
the more than 7 per cent average growth rate deemed
necessary to meet the Millennium Development Goals
(MDGs) otherwise looks increasingly out of reach.
The experience of developed as well as emerging
economies, coupled with the binding constraints and
challenges facing African countries, suggests that an active
industrial policy has to be part of an effective strategy to
achieve economic transformation in the region. In this
regard, African countries should use the crisis as an
opportunity to mainstream industrial policy into their
national development strategies and programmes.
But industrial policy risks becoming hostage to
political expediency and gain. It will succeed only if
African countries have checks and balances (or
incentives) to avoid rent-seeking behaviour. It also needs
to be complemented by investment in human resources
and infrastructure and, to that end, the environment for
private investment needs to be improved. Recent studies
suggest that the shortfall in Africa’s infrastructure
spending is around US$93 billion, and its annual funding
gap is about $31 billion (Table 2). Furthermore, the cost

Table 2: Africa’s annual infrastructure need and funding
gap
US$ billion
Infrastructure spending need

93.3

Existing spending

45.3

Efficiency gap

17.4

Funding gap

30.6

Source: ‘Africa’s Infrastructure: a Time for Transformation’,
World Bank, 2010.
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of doing business in Africa is 20-40 per cent higher than
for other developing country regions. This in part
explains the region’s difficulties competing in global
markets for manufacturers, and is a major obstacle to
accelerating industrial development in the region.
The crisis should also be seen as a wake-up call for
Africa to diversify its export markets to reduce
susceptibility to country-specific external shocks. The
region’s trade is currently skewed towards developed
country markets in Europe and North America. In
recent years, however, there has been an increase in trade
with non-African developing countries. UNCTAD’s
Economic Development in Africa report (2010) shows that
the share of non-African developing countries in the
region’s total merchandise trade rose from 15 per cent in
1995 to 29 per cent in 2008. A large part of this increase
is due to the rapidly growing trade with China, which
accounted for about 11 per cent of Africa’s extraregional trade in 2008.

The cost of doing business in Africa
is 20-40 per cent higher than for
other developing country regions.

Dynamic partnerships
Africa’s new and dynamic partnerships with other
developing country regions have had a positive impact
on growth in the region. It has contributed to
infrastructure development, improved the region’s terms
of trade, diversified its export markets and played a
positive role in cushioning the adverse effects of the
global financial crisis in the region. For example, while
Africa’s non-oil exports to China increased by 64 per
cent between 2007 and 2009, exports to the United
Kingdom and Japan fell by 45 per cent and 35 per cent
respectively over the same period. Exports to the United
States and France also fell by 19 per cent. Given the fact
that some developing countries are growing faster than
developed countries, African countries can enhance
growth and increase resilience to external shocks by
further boosting economic co-operation with other
developing country regions.
Finally, the crisis presents an opportunity for African
countries to strengthen efforts to reduce dependence on
external finance. Since the onset of the crisis, most
countries have had difficulties accessing external capital,
with severe consequences for the finance of public and
private investments needed to meet the MDGs. There is
a need for African governments to reduce vulnerability
to external finance by boosting domestic resource
mobilisation through better tax administration,
broadening the tax base, increasing efficiency in the use

of public resources, stemming capital flight, improving
the functioning of the financial sector, and enhanced
economic growth.

The crisis should be seen as a
wake-up call for Africa to diversify its
export markets to reduce susceptibility
to country-specific external shocks.

The financial and economic crisis was an inopportune
shock for African economies, just as they appeared to be
getting on their feet. However, the lessons learnt from
the crisis may now provide the foundations for sustained
and inclusive growth, which can be insulated from
future systemic crises of the sort we have seen in the past
few years.

Dr. Supachai Panitchpakdi, whose first four-year term as
Secretary-General of UNCTAD began on 1 September 2005,
was appointed to a second term by the General Assembly in July
2009. His second term will run from 1 September 2009 to 31
August 2013. He previously served as Director-General of the
World Trade Organization and as Thailand’s Deputy Prime
Minister and Minister of Commerce. As Deputy Prime
Minister, he was in charge of the country’s economic and trade
policy-making, signing the Uruguay Round Agreement in 1994
and contributing to the formulation of regional agreements.
Dr. Supachai received his Master’s in Econometrics,
Development Planning and his Ph.D. in Economic Planning
and Development from Erasmus University in Rotterdam.
Established in 1964, the UNCTAD promotes the
development-friendly integration of developing countries into the
world economy. UNCTAD has progressively evolved into an
authoritative knowledge-based institution whose work aims to
help shape current policy debates and thinking on development.
UNCTAD
Palais des Nations
8-14, Avenue de la Paix
1211 Geneva 10
Switzerland
Tel: +41 22 917 5634
+41 22 917 5806
Fax: +41 22 917 0042
Email: sgo@unctad.org
Website: www.unctad.org
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Commonwealth
engagement
with the G20

Stephen Pickford
Economist

he G20 came into existence in 1999 as a forum for finance ministers and central bank governors
from major advanced and emerging market economies to discuss economic and financial
issues. In 2008 it made a quantum step forward as a major forum for international co-operation
when, in response to the global economic and financial crisis, it began to meet at the level of heads
of state and government. It also moved from being largely a forum for discussion to one that
actively sets the agenda and takes decisions. At the Pittsburgh summit in 2009 G20 Heads declared it
“the premier forum for our international economic co-operation”.

T

T

he G20 is still relatively small by international
standards. And although it operates by consensus, it
has in the last two years proved itself capable of taking
decisions which its members will be bound by, and which
sets the direction for other international bodies such as the
IMF, World Bank and Basel Committee. But while it may
be an effective mechanism, the G20 should become more
representative (especially of developing countries) if it is to
play a greater role in the system of global governance.

The Commonwealth and the G20
Decisions taken by the G20 – both the policies they
adopt and the positions they take in international bodies –
potentially have an important impact on Commonwealth
countries. Economic policy changes adopted by G20
countries could affect Commonwealth countries through
trade and other links. The positions taken by the G20 on
economic and financial reform have had an important
influence on decisions taken in the IMF and Basel.
The Commonwealth also has much to offer to the G20.
Its members include a broad range of countries at very
different levels of development, in particular small and
vulnerable states. And the Commonwealth has developed
considerable expertise on the issues facing its members.
The Commonwealth relationship with the G20 is not
starting from scratch. Commonwealth countries make
up one-quarter of the total membership of the G20.
And international bodies with a strong link with
Commonwealth countries (for example, the AU, APEC,
and G24 as well as the IMF, World Bank and AfDB) have
also attended some of its meetings.
The Commonwealth–G20 relationship could be
stronger and deeper, though. Stronger co-operation
would be beneficial for both groupings: the G20 would
benefit from Commonwealth analysis that takes into
20
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account the interests and experiences of a broader range
of countries, and also derive greater legitimacy and
representativeness; while the Commonwealth would
benefit by ensuring that all its members’ interests have a
fair hearing in the discussions and decisions of the G20.
However, achieving closer co-operation will not be
easy. At the moment there is no established process for
Commonwealth countries as a group to engage with the
G20. There are many countries and international bodies
that are seeking closer ties with the G20, either
informally or through formal membership. And as with
all international groupings, the existing members are
unwilling to see their current position in the ‘club’
weakened or diluted. In particular, if the Commonwealth
as a group (as opposed to a few of its members) is to
build up that co-operation, it will have to be able to offer
significant and tangible benefits to the G20.

Processes for closer co-operation
Closer Commonwealth–G20 co-operation will need
stronger processes. And it will require a commitment by
the Commonwealth, led by the Secretariat, to deepen its
analysis of issues under consideration by the G20.
Those Commonwealth countries that are also
members of the G20 have a particular role to play in
helping these processes to develop. Specific ways could
be for them to:
• Report back on G20 meetings and working groups to
non-G20 Commonwealth countries;
• Actively discuss these issues with non-G20
Commonwealth countries; and
• Feed Commonwealth views back in to G20 discussions.
There are existing regional precedents for G20
members playing this role in co-ordinating views of non-
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G20 countries. For example, the UK is already involved in
processes within the EU for European members of the
G20 to take a more co-ordinated position in G20
discussions. Australia participates in APEC discussions,
which has an overlapping membership with the G20. And
South Africa plays an important role within the AU and
other African forums. Finally India, as a BRIC member,
already takes an active part in BRIC co-ordination
processes which precede all G20 ministerial meetings.
There is also a strong case to co-ordinate
Commonwealth processes and analytical work with
groupings of non-G20 countries who face similar issues
– for example the G24 and the Francophonie (OIF).

Analytical issues
The communiqué from the latest G20 meeting in
Toronto identifies a significant number of areas where
the G20 will continue to work:
• The Framework for Growth
• Financial regulation
• IMF reform
• Global financial safety nets
• Development
• Trade
• Corruption
• Climate change.
This is a substantial and ambitious agenda, with progress
expected on many in time for the Seoul Summit in
November. It is probably unrealistic to expect substantial
Commonwealth-G20 co-operation on each of these
issues in the first instance, even though they are all of
interest in some way to most Commonwealth countries.
In narrowing down the range of issues, the
Commonwealth should focus on those where it can add
most to the discussion. A number of these issues – the
Framework for Growth, financial regulation, and
financial safety nets – are probably of lower priority for
the Commonwealth, either because they are well
advanced or because Commonwealth views are unlikely
to gain much traction.
IMF reform, in particular governance and quota reform,
is very important to many Commonwealth countries. But
there has been much discussion already in the G20, and
the deadline of January 2011 for a deal is fast approaching.
However, a broad consensus among Commonwealth
members (for example on how to protect the voting shares
and interests of the least developed countries, on
constituency reform at the Executive Board, and on the
role of ministers in IMF decision-making) at the CFMM
and CHOGM meetings later this year could send a strong
message to the G20 summit in Seoul.

Priority issues for the Commonwealth
Three issues on the G20 agenda stand out as ones where
the Commonwealth can make a significant contribution:
development; trade; and climate change.

Development. The Toronto Summit reiterated that
development (including development finance, food
security, SME finance and innovative financial inclusion)
was an ongoing priority for G20 Leaders. A Working
Group on development has been set up to draw up a
multi-year action plan, for Leaders to adopt at Seoul.
The specific development issues identified in Toronto
are areas where the Commonwealth can help shape the
future G20 work programme and priorities, drawing on
its experience of development models, governance and
corruption issues, and in particular the development
problems facing small and vulnerable states.
Trade. The Toronto Summit repeated the G20’s support
for open markets, the Doha Round and Aid for Trade.
It also recommitted to not introducing any new trade
barriers or export measures for a further three years. And
it asked for a report for Seoul, where Leaders are likely
to reassess the prospects for the Doha Round.
Without prejudging the outcome at Seoul, the WTO
Round and bilateral and regional trade arrangements
raise substantial capacity issues for many developing
countries, especially smaller states. The Commonwealth
should be prepared to respond quickly to any change in
focus at Seoul, and to help build capacity of smaller
states in trade negotiations.
Climate change. The Toronto communiqué reiterated
support for the UNFCCC process. While G20
discussions on climate change have been difficult, some
progress in that forum is probably necessary to help the
UNFCCC process. But this puts a premium on
Commonwealth countries collectively ensuring that
their voice is heard in G20 decisions, by bringing their
experiences and interests (especially of the smaller and
more vulnerable members) into G20 discussions. In
particular, it should be ready to do further work on the
role of adaptation strategies (and the finance required).

Conclusion
The stronger role played by the G20 over the last two
years highlights the benefits for the Commonwealth
from deeper engagement with the G20. Processes will
need to be strengthened, and the Commonwealth
members of the G20 have a particular responsibility to
act as a conduit. Commonwealth countries have much
to offer to the G20 discussions, especially in the areas of
development, trade and climate change.

Stephen Pickford worked for many years in the UK Treasury,
specialising on international economic and financial issues. From
2007 to 2009 he was the UK’s finance Deputy for the G7/8
and G20, including during the UK’s G20 Presidency last year.
He also was the UK’s Board member at the IMF and World
Bank from 1998 to 2001.
Email: stephenjpickford@gmail.com
Washington D.C., USA, 7-8 October 2010
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Investment Opportunities
in Capricorn District Municipality
Capricorn District boast a wealth of investment opportunities and diversity of economic sectors
from which investors can derive long- term benefits. It is a peaceful, stable and secure destination for
doing business and exchanging mutual partnerships and investment. At the same time it is a district
that is of critical importance to the future of not only Limpopo, but indeed the whole South Africa.
Due to our proximity to some countries in the region, we believe that economic ventures that
take place in Capricorn and Limpopo would definitely have a ripple effect across all our borders
into Botswana, Mozambique and beyond. This is the reason why we call ourselves "the home of
excellence and opportunities for a better life" as our strategic location provides easy access to
South African and African market opportunities.
Our district has in the recent past recorded a phenomenal economic growth rate of 6,0% which is
above the country's average rate during the same period under review. We also overcame the impact
of the recent economic recession by distinguishing ourselves as the third largest contributor to
Limpopo’s growth rate. Despite the decline in the mining industry, Capricorn has in the recent past;
distinguished itself as a preferred investment attraction in sectors, such as mining, tourism and
agriculture.
We are home to 45,5% of Limpopo's population and we represented 24% of the provincial GDP.
We have experienced relatively strong growth in international trade in recent years, with exports
climbing to R1,3 billion during 2008 – this making Capricorn district the second largest contributor to
Limpopo’s exports accounting 11%. Capricorn's main exports emanate from the primary mining and
agriculture industries, some manufactured products, arts and crafts.
Towards the end of 2009, we developed an Investment and Marketing Strategy that anchored
on growth sectors including agriculture, mining, manufacturing and tourism. These sectors are
critical for the growth and development of people and industries in the district. In order to ensure
implementation and to drive the process of bringing in investment, four sectors were identified along
the value chain of each one of these.
In our investment and marketing strategy, we identified Japan, France, Canada, Germany and
China as Capricorn's most important trading partners. Our largest trading partners in Africa are
Mozambique, Nigeria and Zambia.
Our Strategy, which also underpins our reviewed Integrated Development Plan, clearly outlines
specific roles for each sector to play, including provincial government and business. While business
invests in these areas, government sees its role as that of rolling out infrastructural development
programmes such as roads, water and electricity in order to make it easier for investors to reduce
their cost of doing business.
We aim to promote Capricorn as a destination for people and cargo and the gateway to Africa,
constituting a nerve centre for regional economic integration, position Aganang, Blouberg, LepelleNkumpi and Molemole local municipalities for agricultural and tourism development.
Invest in Capricorn, the Home of excellence and opportunities for a better life.
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The financial crisis
and the developing
countries of the
Commonwealth

Andrew Burns
Manager,
Development Prospects Group,
World Bank

he financial crisis in the autumn of 2008 provoked a 2.1 per cent fall in global GDP, the sharpest
decline in global output since World War II. GDP in high-income countries declined by 3.3 per
cent. Developing countries performed somewhat better: their GDP expanded by 1.8 per cent.
Commonwealth countries were hit somewhat less harshly, with the economies of high-income
Commonwealth countries shrinking by 3 per cent and those of developing Commonwealth countries
increasing by 4.6 per cent.

T

ince the onset of the crisis the global economy has
picked up speed, and the process of recovery is well
advanced, especially in developing countries. World
industrial production, after falling at a more than 50 per
cent annualised pace in early 2009, has been rebounding
for more than a year and globally has regained its pre-crisis
levels. Output in developing countries has been
particularly resilient, bouncing back more quickly and
further than in high-income countries, where it remains
3.3 per cent below pre-crisis levels. In developing
countries outside Europe and Central Asia, industrial
output, after having fallen 14 per cent, is now some 13 per
cent higher than pre-crisis levels. World trade, which also
contracted sharply in the immediate wake of the crisis, has
recovered substantially with the volume of global exports
currently some 3 per cent above pre-crisis levels. As the
recovery moves from a stimulus-fuelled bounce-back into
a slower but ultimately more important consolidation
phase, growth rates throughout the world are declining.

S

World trade has recovered substantially
with the volume of global exports currently
some 3 per cent above pre-crisis levels.

Global growth this year is projected to come in at about
3.5 per cent (3.8 per cent for Commonwealth countries),
slowing to just above 3.1 per cent in 2011 before picking
up to around 3.5 per cent in 2012.
Notwithstanding the recovery in activity, the crisis has
already exacted a heavy toll in terms of lost output,
wealth and human suffering. Unemployment remains
24
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high in much of the world and consumer and business
demand continues to be held back by the need to rebuild
balance sheets and restore health to banks worldwide.
Globally, the World Bank estimates that the crisis caused
some 64 million more people to be living on US$1 per
day or less than would have been the case in the absence
of the crisis, with about 31 million of them accounted
for by residents of Commonwealth countries. Estimates
suggest that as some 30-50 thousand additional children
may have died in Africa due to malnutrition in 2009.
Many more are likely to have endured serious
deprivations that may permanently affect their cognitive
and physical development, with life-long consequences
for their chances of escaping poverty. The Food and
Agriculture Organization (FAO) estimates that an
additional 175 million people were undernourished in
2009 as compared with the period 2005-07.

Challenges posed by slower, more
mature recovery
The robust intervention of policy-makers helped
prevent a much worse crisis from materialising.
However, with government deficits of 10 or more per
cent of GDP in a number of countries, and central bank
sheets having ballooned, the level of support currently in
place is not sustainable over the longer term. Policymakers face the difficult challenge of cutting back on
the stimulus measures without choking off the recovery,
while simultaneously avoiding that the measures in place
do not begin to produce new bubbles of the kind that
precipitated the crisis in the first place. Recovery in the
medium term depends on how well these challenges are
met, as well as on the extent to which private sector
demand picks up.

Source: World Bank.

Global Economic Situation

Figure 1. Commonwealth to outperform the rest of the world.

The sharp rise in the price of European credit default
swaps during May and June 2010 testifies to the potential
damage that can arise when the market begins to doubt
the sustainability of fiscal policy. But even among
countries where there is no immediate concern about
the medium-term sustainability of policy, the unwinding
of both monetary and fiscal stimulus measures will
require a careful balance between slower growth in the
short term and the longer-term consequences of rising
debt levels and extended periods of very low interest
rates. For countries with weakened banking systems and
fragile fiscal positions, inadequate stimulus and slow
growth could engender a vicious cycle of rising deficits
and/or poorly performing loans, that forces additional
measures that weaken growth even further. For many
developing countries, a tightening of monetary policy
even as conditions remain relaxed in high-income
countries risks provoking destabilising capital inflows.

Policy-makers face the difficult challenge
of cutting back on the stimulus measures
without choking off the recovery.

Long-term impact on GDP
Although the recovery is maturing and a much worse
situation appears to have been avoided, the crisis can
be expected to have longer-term implications, some of
which were examined in a recent World Bank report,

Global Economic Prospects 2010: Crisis, Finance, and
Growth. The report finds that just as the very loose
financial conditions that characterised the pre-crisis
period contributed to strong growth in developing
countries, the tightening of conditions in the postcrisis world may imply slower growth for an extended
period.

Investment expands along with global
liquidity
Contrary to popular perceptions, the acceleration in
developing country growth during 2003-07 was not
caused by unusually strong growth of imports in highincome countries. Although growth rates in developing
countries were more than twice as high during the
2000s than in the 1990s, they were actually slightly
lower in high-income countries. Similarly, developing
country exports boomed during this period – even
though high-income country imports actually
increased less quickly than in the 1990s.
What did change between the 1990s and the 2000s
were international financial conditions. Much more
intensive use of financial innovations, under a much
less stringent regulatory framework, enabled a rapid
and ultimately unsustainable expansion of global
liquidity. Indeed, the volume of international banking
credits, which at the global level have historically
grown roughly in line with nominal GDP, actually
grew more than twice as rapidly as nominal GDP in
the 2000s. At the same time, the cost of capital fell,
with interest rates and interest-rate spreads falling to
all-time lows.
Washington D.C., USA, 7-8 October 2010
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The expansion of liquidity dramatically changed
developing-country finance. Banks in developing countries
increased their lending by 5 percentage points of GDP on
average during the boom period, with much larger
increases in several regions, and borrowing costs declined
across the board. International capital flows to developing
countries increased by a similar margin, with portfolio
equity flows to developing countries rising from near zero
in 2001 to US$160 billion in 2007. At the same time, stock
market valuations in developing countries tripled.
In most developing countries, this increase in
intermediation translated into more productive
investment and an acceleration in capital accumulation.
The stock of capital in many developing regions
(including among developing Commonwealth
countries) increased by 10 or more per cent of GDP.
The rising capital stock boosted the pace at which these
economies could grow without generating inflationary
pressures. The influx of new investments also facilitated
an acceleration in technological progress in developing
countries, which was also supported by macroeconomic
and institutional reforms. Overall, the rate of growth of
potential output among developing countries increased
by an average of 1.5 percentage points between 2003
and 2007 as compared with the pre-boom period
1995–2002. Forty per cent of that increase was
attributable to increased capital services as a result of
higher investment rates.
The main exceptions to this otherwise positive story
were several economies in emerging Europe and Central
Asia. In many of these economies, the additional
financing fuelled domestic consumption (often financed
through debt denominated in foreign currencies),
resulting in elevated current account deficits that
contributed to a substantial rise in macroeconomic
vulnerability.

Slower growth ahead
The fallout from the crisis is expected to alter the global
financial landscape over the next five to ten years in
several ways.
• First, tighter regulatory conditions (including the
recently adopted Basel III rules) are expected to raise
the cost of capital and reduce risky lending practices;
• Second, developing countries may introduce policies
that insulate them from excessive external financial
shocks, by placing greater emphasis on capital controls
and reserve accumulation;
• Investors will probably be more risk-averse than they
have been over the past decade;
As a result of these changes, finance is likely to be less
abundant and more expensive at the global level, with
negative consequences for financial conditions,
investment, and growth in developing countries.
For the moment these effects have been offset by the
‘quantitative easing’ of central banks, which has helped
keep long-term interest rates low; but, as these measures
are wound down, long-term interest rates will rise.
26
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Source: World Bank.
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Figure 2. The impact of the crisis and reform on GDP.

Just as the very loose financial conditions of the precrisis period contributed to a strong investment climate
and rapid growth, more expensive and scarcer capital
will tend to reduce the amount of investment that
entrepreneurs are willing to undertake, thereby slowing
the rate of accumulation of capital and GDP growth.
Simulations suggest that the rate of growth of potential
output in developing countries may be reduced by
between 0.2 and 0.7 percentage points annually over the
next five to seven years, as economies adjust to tighter
financing conditions. Over the longer term, the level of
potential output in developing countries could be
reduced by between 3.4 and 8 per cent, compared with
a no-crisis scenario.
Indeed, international capital flows to developing
countries fell sharply from 8.6 per cent of developing
country GDP in 2008 to about 2.8 per cent of GDP in
2009. They have since recovered somewhat and are
expected to reach 3.4 per cent of GDP for 2010, but even
in 2012 at 3.7 per cent of GDP they will still remain well
below boom period levels. Even foreign direct investment
(FDI) inflows, which are normally relatively stable,
declined sharply (30 per cent), and although recovering are
only expected to reach 3 per cent of developing country
GDP in 2012. The decline in FDI and bank lending could
have serious consequences for poor countries. Indeed,
FDI inflows represent more than 40 per cent of total
investment in some poorer Commonwealth countries

Countries should strengthen domestic
financial sectors
Although developing countries can do little to
influence developments in the global financial system,
they can do a great deal at the local level to offset, and
possibly even reverse, the expected increase in capital
costs over the longer term. In particular, countries can
take steps to strengthen and reform their domestic
banking sectors. At present, inefficient domestic
financial sectors resulting from corruption, inadequate
regulatory supervision, poor property rights protection,
and excessive limits on competition have caused
borrowing costs in many developing countries to be

Source: World Bank (2010). Global Economic Prospects: Crisis, Finance and Growth.
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Figure 3. Net Capital flows to developing countries have declined sharply.

1,000 basis points or more higher than in rich
countries. The potential benefits of reducing these
inefficiencies dwarf the cost of increases expected from
tighter international financial conditions. Simulations
suggest that if reforms succeed in reducing interest
spreads by an average of 25 basis points a year
(a rate close to recent improvements), they would
produce a 13 per cent increase in long-term potential
output and increases in potential output growth of
about 0.3 per cent per year by 2020 – more than
offsetting the long-term effects of the financial crisis.

The benefits of regional and
Commonwealth co-operation
Faced with a less active external financing system,
authorities and entrepreneurs in developing countries
may take steps to pool resources and promote domestic
and regional financial intermediation as an alternative to
reliance on foreign capital. Given the strong correlations
between intermediation and development, such a
strategy could have significant benefits for those
middle-income countries that already have a strong
framework for financial intermediation. This would
work by increasing the efficiency of domestic
financial intermediaries through learning-by-doing
and economies of scale. Poorer countries with
weaker institutions and financial sectors are less likely
to be able to substitute for the weaker international
sector alone. Partnering with larger neighbours or
Commonwealth partners could help, both by providing
access to capital, but also by generating the kind of
knowledge transfers and regulatory reforms that in the
long run will help replace or strengthen the domestic
intermediation system.

Andrew Burns is Manager of the Global Macroeconomic Trends
team of the Development Prospects Group at the World Bank.
He is also a lead author and task manager of ‘Global Economic
Prospects’, the Bank’s annual report that examines trends in the
global economy and how they affect developing countries. Before
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role in the OECD’s Jobs Study, overseeing the evaluation of
labour market policies in each of the organisation’s 30 member
countries. Prior to joining the OECD, Burns worked at the
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University of Manitoba and McGill University in Canada.
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NIGERIAN EXPORT - IMPORT BANK (NEXIM)
BREAKING OF THE NEW DAWN

Introducing the Export Bank
The Nigerian Export-Import Bank (“NEXIM Bank”) was
established by Act 38 of 1991 as the Export Credit Agency
(ECA) and Trade Policy Bank of Nigeria to stimulate, promote
                  
providing export credit and risk bearing facilities, as well as
trade information and advisory services to companies engaged
in the processing of goods and services for export. The Bank has
an authorized share capital of N50 billion, equally subscribed to
by the Central Bank of Nigeria (CBN) and Federal Ministry of
Finance Incorporated (MOFI).
!" #  mandate of stimulating and promoting nonoil exports for sustainable economic development in Nigeria
encompasses a robust support for exporters. In doing this,
the Bank provides the following facilities to qualifying and
registered export companies/cooperative societies, incorporated
in Nigeria and registered with the Nigerian Export Promotion
Council (NEPC):
Ź
Ź
Ź
Ź
Ź
Ź
Ź
Ź
Ź

Direct Lending Facility (DLF)
ECOWAS Interstate Road Transit Scheme (ISRT)
Export Credit Guarantee Facility (ECGF)
Export Credit Insurance Facility (ECIF)
Foreign Input Facility (FIF)
Local Input Facility (LIF)
ECOWAS Trade Support Facility (ETSF)
$  $ %  &$$%'
Stocking Facility (SF)

The New Team
In August 2009, the Federal Government of Nigeria constituted
a new Board and Executive Management with the aim of
transforming and repositioning the bank to effectively deliver on
its mandate. Since then the new team has taken some strategic
steps and bold initiatives that have set the agenda for NEXIM
Bank    
Nigeria. These steps have enabled the Bank to boost support to
the non-oil export sector through disbursement and guarantees
that have generated and sustained employment and foreign
exchange earnings, developed and re-established Strategic
Alliances with other Development Financial Institutions (DFIs)
*;      
    
   

The New Initiatives
As part of the ongoing reforms, NEXIM Bank has developed
and launched the ECOWAS Trade Support Facility (ETSF) to
promote formal trade, economic integration and cooperation
amongst countries in the ECOWAS Sub-region. ETSF is also

  
Chairman, Board of Directors

     
Managing Director/CEO

designed to assist small scale businesses enhance their export
potentials within the ECOWAS corridor. In addition to this,
as the National Guarantor for the Inter-State Road Transport
(ISRT) scheme in Nigeria in line with the ECOWAS protocol,
NEXIM Bank has recently taken steps to operationalise the ISRT
including putting in place a seed fund in collaboration with other
relevant government agencies. Under the ISRT, the Country
Guarantor of the country of origin of the goods will guarantee
the import duty on goods in transit to the port of discharge.
This will ease the border delays and barriers experienced by
businessmen transporting goods within the sub-region.

 



The main thrust of !" #       
build an organization that is a foremost player in the non-oil
  <       = 
formulation of government trade policies. NEXIM Bank aims
to become the leading ECA in Africa by 2015. Thus, as part of
           <   
direction and key target sectors as Manufacturing, Agriculture,
Solid Minerals and Services.
Accordingly, to achieve these strategic objectives to boost nonoil exports, the bank initiated a broad and ambitious restructuring
and rebranding project aimed at embedding a good Corporate
Governance and strong Risk Management Framework while
underscoring excellent customer service delivery. The Bank also
intends to continue to build capacity and improve operational
  <    <  #>
In the long term NEXIM Bank<      ? 
which imbibes best-in-class Corporate Governance and Risk
Management practices, while maintaining a highly skilled and
motivated workforce.
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Trouble in
paradise? The
impact of the
global economic
crisis in the Pacific

Simon Feeny, Associate Professor,
RMIT University, Melbourne, and
May Miller-Dawkins,
Research Manager, Oxfam

ompared with most regions around the world, to date the Pacific has escaped severe impacts
from the Global Economic Crisis (GEC). A number of factors have insulated the region.
Nonetheless, impacts on individual countries have been uneven and economic growth in some Pacific
countries has fallen markedly. Little is known about impacts at a household level. In the absence of
clear relationships between growth, government spending and well-being in the region, caution
should be exercised in making inferences of the GEC on people’s lives using macroeconomic data.
Greater monitoring is needed to improve our knowledge of vulnerability and resilience in the region.

C

A

t a global level it is clear that the latest GEC has a
significant impact on peoples’ lives. The crisis threw
tens of millions of people into unemployment, left a
US$65 billion fiscal hole in the budgets of the least
developed countries and contributed to reversing
progress made towards achieving the UN Millennium
Development Goals (MDGs). However, the impacts of
the crisis have not been uniform, with some regions and
countries being far more affected than others, and
indeed with uneven impacts within countries as pockets
of manufacturing workers or producers of particular
commodities were affected despite seemingly strong
macroeconomic conditions. This article examines the
impact of the GEC on the Pacific, a region often
neglected by the global and regional analyses of
international organisations.
Analysis of available macroeconomic data indicates
that the Pacific region has escaped severe impacts from

the GEC. This is demonstrated by Table 1, which
provides estimates of GDP growth for 2009 and
forecasts for 2010 for selected countries and regions. The
table also provides the difference between the 2009
growth estimate and the pre-crisis forecast. It indicates
that while the global economy was expected to contract
by 0.6 per cent in 2009, economic growth in the Pacific
was expected to remain positive at 2.3 per cent.
Moreover, the 2009 growth estimate for the global
economy is 4.4 per cent lower than the pre-crisis
forecast. In comparison, the 2009 estimate for the Pacific
is just 1.0 per cent lower than its pre-crisis forecast.
Other data provided in Table 1 indicate that the Pacific
has also fared better than emerging and developing
countries on average, and Australia and New Zealand,
the two largest economies in the region. Moreover,
Pacific economies, on average, are expected to grow by a
respectable 3.7 per cent in 2010.

Table 1. GDP growth forecasts for Pacific and other countries, 2009
2009 estimate

Pre-crisis 2009 forecast

Adjustment post crisis

2010 forecast

World

-0.6

3.8

-4.4

4.2

Emerging and developing countries

2.4

6.6

-4.2

6.3

Australia

1.3

3.1

-1.8

3.0

New Zealand

-1.6

2.1

-3.7

2.9

The Pacific

2.3

3.3

-1.0

3.7

Sources: Data for the Pacific are from ADB (2009, 2010). Data for other countries and aggregates are from IMF (2009, 2010).
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Figure 1. Selected transmission mechanisms of the GEC to Pacific countries
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Note: Cells shaded in grey imply the Pacific country is being affected by the transmission mechanism in question.

The macroeconomic perspective
By some measures, the economies of Pacific countries
are highly integrated into the global economy, in fact
more so than most other developing countries. From a
macroeconomic perspective this makes them susceptible
to the impacts of the GEC. Concurrently, a large
proportion of these countries’ populations are not well
connected to international markets and operate in the
informal sector, limiting their exposure to global
economic recessions.
There are four major reasons why Pacific countries (in
general) might be less affected by the GEC than other
developing countries:
• First, the region has a stable banking and financial
sector which had little exposure to complex financial
instruments, including sub-prime loans. With the onset
of the GEC, Pacific countries did not, therefore,
experience the large drop in consumer and investor
confidence experienced by many other countries
across the world.
• Second, the traditional (or custom) economy prevails
in many Pacific countries. In traditional economies the
majority of people live a subsistence lifestyle in rural
areas on communally owned land and belong to strong
social networks. A far higher proportion of the Pacific
population live in rural areas than in most other
regions of the world.
• Third, the use of money (or level of monetisation) in
these countries is low. The use of a barter (exchange)
system in rural areas protects people from the impacts
of economic downturns. This is true despite the recent
trend of monetisation, linked to increasing reliance on
imported food and fees being charged for education.
• Finally, formal sector employment is generally very low
in Pacific countries. The percentage of the working30
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age population employed in the formal sector is just
5.6 per cent in Papua New Guinea, 9.3 per cent in the
Solomon Islands and 14.7 per cent in Vanuatu (Booth
et al., 2006). The agricultural and service sectors
dominate most Pacific island economies and it is
usually the labour-intensive manufacturing sector that
is worst hit during economic downturns. These
characteristics set the Pacific apart from most other
developing countries.
However, analysis of the impacts of the GEC on the
Pacific at a regional level masks some important
differences within the region. In terms of
Commonwealth countries, Papua New Guinea has
escaped significant impacts of the GEC due to its recent
resource booms and a firming of commodity prices.
Vanuatu is also relatively unaffected, due to strong
tourism figures. These countries recorded strong
economic growth rates in 2009. Other Pacific countries
are faring less well. Revenue and other losses coupled
with high population growth rates meant that many
Pacific economies contracted on a per capita basis in
2009 and are expected to do so again in 2010. The main
transmission mechanisms of the GEC to the Pacific are
shown in Figure 1 and include declining exports and
government revenues, falling remittances and revenues
from tourism and a loss in the value of trust funds.
Levels of foreign investment are also falling in some
Pacific countries although reliable data are not available.
The Commonwealth countries Kiribati, Solomon
Islands, Tuvalu, Fiji and Samoa are particularly vulnerable
to crisis impacts.
Pacific countries are heavily dependent on foreign aid.
As demonstrated by Figure 1, so far aid programmes to
the Pacific have not been reduced, but they remain
vulnerable to political changes and reductions in public
support. Australia and New Zealand are important
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Commonwealth donors to the region together with the
European Union, the US and Japan. There is a risk that
foreign aid budgets will be cut due to the GEC as
developed country governments face competing
demands on their tightening budgets.

Impacts at household and community level
While analysis of macroeconomic data can provide
important insights into crisis impacts in the Pacific, it has
very limited use in determining impacts at a household
and community level. This can be attributed to two
factors. The first is that standard economic relationships
do not always hold up in the Pacific. Economic growth
has not always benefited the local population in Pacific
countries. For example, available data indicate that
poverty increased in Fiji and Samoa during periods of
relatively strong per capita economic growth. Clearly
growth was not pro-poor in these countries during the
periods in question. Further, while the crisis is leading to
a tightening of government budgets, changes in
government spending do not always lead to the expected
changes in health and education outcomes. Some Pacific
countries have experienced improvements in health and
education outcomes despite per capita spending falling in
these sectors, and vice versa. This does not imply that
economic growth and increases in social sector spending
are not important for improving well-being. It does,
however, suggest that they are not sufficient in a Pacific
context. In the absence of clear relationships between
growth and poverty and government expenditures and
human well-being, caution should be exercised in
making inferences of the impact of the GEC on people’s
lives using macroeconomic data.

Knowing how Pacific households
are being affected is crucial to getting
the response to the crisis right.

The second reason is the lack of a direct connection
to the global economy for the majority of people. The
traditional or custom economy assists in meeting the
needs of large proportions of the population in some
Pacific countries. As mentioned, the majority of people
live a subsistence lifestyle in rural areas on communally
owned land, and are largely unaffected by changes in
global economic conditions. The strong traditional social
support systems that exist within these economies
provide resilience at a household level against economic
shocks. Unfortunately, little information is available
about the extent to which they are currently doing so,
or the particular experiences of women or young people
within households.

Monitoring systems needed
While Pacific countries might be less affected by the
GEC than other developing countries, many have been

hit hard by the recent food and fuel crises and may be
vulnerable to future volatility in commodity prices and
to the impacts of natural disasters and climate change.
Knowing how Pacific households are being affected is
crucial to getting the response to the crisis right.
Without the knowledge of specific crisis impacts and
how households are coping, devising the most effective
response or implementing policies to build resilience to
future crises is difficult.
One clear implication from this is the need to establish
systems to better monitor the impact of economic
shocks at a household level. Mechanisms with which the
impacts of such crises can be monitored at a community
and household level don’t currently exist in Pacific
countries and should be established. Secondly, we need
to examine how traditional support systems can be
strengthened to help people through crisis, or where
these systems are not meeting people’s needs, determine
what additional support can be offered. Thirdly,
international donors should provide Pacific governments
with budget support, to help ensure that vital social
expenditures such as health and education are not cut, as
well as examine ways social spending can be improved
to make it more effective. Finally, Pacific governments
must devise policies which ensure that economic growth
leads to real benefits for all people. This will ensure that
everyone in the region gains from any improvements in
global economic conditions.

Dr Simon Feeny is an Associate Professor with the School of
Economics, Finance and Marketing at RMIT University,
Australia. Much of his research is concerned with the allocation
and effectiveness of foreign aid, focusing on the Pacific region.
Simon has undertaken work for a number of international
institutions and agencies. He is author of ‘The Impact of the
Global Economic Crisis on the Pacific Region’ (Oxfam
Australia, 2010).
May Miller-Dawkins is the Research Manager at Oxfam
Australia. She recently co-ordinated the Oxfam International
research project on the human impacts of the economic crisis,
involving research across 12 countries: ‘The Global Economic
Crisis and Developing Countries’ (Oxfam International
Research Report, Oxford, 2010).
Dr Simon Feeny
School of Economics, Finance and Marketing
RMIT University
Level 12, 239 Bourke Street
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Tel: +61 (3) 9925 5901
Fax: +61 (3) 9925 5986
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Special Feature by the Caribbean Court of Justice

The Caribbean Court of Justice –
transforming the face of
justice in the Caribbean
he Caribbean Court of Justice (CCJ) is a new court, born of the need of the people of the
Caribbean to be the final arbiters of their own individual and collective destiny. The mission of
the CCJ includes performing to the highest standards, as the supreme judicial organ in the
Caribbean Community (CARICOM); advancing the CARICOM single market and economy; and,
as the final court of appeal, fostering the development of an indigenous Caribbean jurisprudence.

T

he CCJ was inaugurated on 16
April 2005, and is headquartered
in Port of Spain, Trinidad and
Tobago. Antigua and Barbuda,
Barbados, Belize, Dominica, Grenada,
Guyana, Jamaica, St Lucia, St Kitts
and Nevis, St Vincent and the
Grenadines, Suriname and Trinidad
and Tobago are all signatories to the
2001 Agreement Establishing the
Caribbean Court of Justice.

T

Original jurisdiction
The CCJ has two jurisdictions.
Its original jurisdiction comprises
the compulsory and exclusive
competence to interpret and apply
the treaty rules on regional
integration law.
In 1973, the Treaty of Chaguaramas
established CARICOM and paved
the way for a single market and a
deepening of regional ties. In 2001,
the Revised Treaty of Chaguaramas
was signed, signalling a further move
towards the creation of a single
market and economy in the
Caribbean. Member states of
CARICOM agreed to the
establishment of the CCJ as the
compulsory and supreme regional
judicial tribunal for resolving disputes
that may arise from the movement
towards regionalism. The CCJ is a
unique international court, distinctive
in its organisational structure, and
inimitable in its function.
“The Court is perceived as the
institutional centrepiece of the
Caribbean Single Market and
Economy (CSME) which aspires to
32

the creation of a single economic
space superimposed on autonomous
political jurisdictions in order to
approximate in fact, if not in law, a
single economy from economies of
many Member States.” – Hon Mr
Justice Duke Pollard, in The
Caribbean Court of Justice: Closing the
Circle of Independence.

Appellate jurisdiction
The CCJ also serves as the final
appellate court for CARICOM
member states who wish to use it
as their court of last resort in lieu of
the Privy Council in England. Such
states must make the required
constitutional amendments. At
present, Barbados, Guyana, and Belize
use the Court in its appellate
jurisdiction. With the inauguration of
the CCJ it was recognised that: “A
supreme court of high calibre has
been established in the Caribbean
which would be able to take account
of local values and develop a modern
Caribbean jurisprudence in an
international context.” – Sir Francis
Jacobs, in Journal of International
Economic Law, 2008.

Architecture of
independence
“Judicial independence is of course
not just a prized asset; it is an
indispensable condition for the rule
of law.” – Hon Mr Justice Adrian
Saunders, in The Fear of Cutting the
Umbilical Cord, 2010.
The special administrative and
financial arrangements for the Court

The Commonwealth Finance Ministers Meeting 2010

are designed to ensure its
independence. These include the
Regional Judicial and Legal Services
Commission and the CCJ Trust
Fund.
Regional Judicial and Legal
Services Commission

A Regional Judicial and Legal
Services Commission (RJLSC),
made up of apolitical appointees,
was established to select and appoint
judges and staff of the CCJ and thus
ensure that there is no political
involvement in this critical area.
The RJLSC comprises:
• The Court President, who is the
Chairman of the Commission;
• Two persons nominated jointly
by
the
Organisation
of
Commonwealth Caribbean Bar
Associations (OCCBA) and the
Organisation of Eastern Caribbean
States (OECS) Bar Association;
• One chairman of the Judicial
Services Commission of a
Contracting Party;
• The Chairman of a Public Service
Commission of a Contracting
Party;
• Two persons from civil society
nominated jointly by the Secretary
General of the Community and
the Director General of the OECS;
• Two distinguished jurists nominated
jointly by the Dean of the Faculty
of Law of the University of the West
Indies, the Deans of the Faculty of
Law of the Contracting Parties and
the Chairman of the Council of
Legal Education; and
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• Two persons nominated jointly by
the Bar or Law Associations of the
Contracting Parties.
The RJLSC recruits judicial and
non-judicial personnel through
advertisements and interviews. The
President is appointed by the
Conference of Heads of Government
on recommendation from the
RJLSC. The recommendation is
subject to ratification by 75 per cent
of the members of the Caribbean
Heads of Government. However,
they cannot substitute their own
candidate. According to the
Agreement Establishing the CCJ,
judges are appointed based on the
following criteria: they should possess
judicial experience of at least five
years in a common law or civil law
jurisdiction, or be a teacher of law
for a period of not less than 15
years; have high moral character,
intellectual and analytical ability;
sound judgment; integrity; and
understanding of people and society.
The position of CCJ Judge is open
to persons internationally.
CCJ Trust Fund

The CARICOM Heads of
Government, in a further move to
secure the independence of the
Court, have set up the CCJ Trust
Fund to finance the operations of the
Court, RJLSC, and CCJ Trust Fund
in perpetuity. A board of trustees
whose members are representatives of
the following regional institutions set
the investment policies and manage
the initial capital endowment:
• Caribbean Association of Industry
and Commerce;
• Insurance Association of the
Caribbean;
• Organisation of Commonwealth
Caribbean Bar Associations;
• Conference of Heads of Judiciary
of Member States of CARICOM;
• CARICOM Secretariat;
• Association of Indigenous Banks
of the Caribbean;
• Caribbean Congress of Labour;
• Institute of Chartered Accountants
of the Caribbean;
• The University of the West Indies.
The Trust Fund as an endowment
is by nature long-term in its focus,

and therefore the trustees have an
appropriate long-term diversified
asset allocation strategy to achieve
the fund’s objectives. The funding of
the Court, therefore, is not subject
to outside influence and is protected
against political interference.

Court administration
The new Caribbean Court has high
performance standards and focuses
on the use of modern design,
appropriate facilities and expertise
to change the face of justice in the
Caribbean. Through specialised
systems implemented by the Court
Administrative Unit (CAU), the
Court has adopted performance
standards which are grouped in the
following areas: access to justice;
expedition and timeliness; equality,
fairness, integrity and promoting
the rule of law, independence
and accountability; attaining and
preserving public trust and
confidence; and protecting the rule
of law.
The CAU, headed by a Court
Executive Administrator, provides
executive support to the President
in the conduct of the legal relations
of the Court as an international
organisation, and directing and
co-ordinating its administrative
operations and strategic direction.
The CAU is made up of the court
registry, finance, library services,
information systems, court security,
court
facilities
and
assets
management, public education and
communications, and court protocol
and information departments. A unit
manager who is a professional in the

area heads each department. Most
are trained court administrators.

A modern court
The CCJ is a 21st century court
with modern facilities. It has the
most high-tech courtroom in the
Caribbean region. Court technology
supports the operations of the
Court and promotes transparency,
accessibility and efficiency. The CCJ
has taken into account its regional
jurisdiction, which consists in the
main of island nations. Toward this
end, the Court conducts hearings
using audio and video conferencing
and records proceedings using audio
and video digital recordings. These
are uploaded to the Court’s website
and are also offered for sale to
attorneys and litigants within 60
minutes of the close of each session.
Special care has been taken to ensure
access to justice of customers with
special needs, including those with
sight or hearing challenges. Although
the official language of the Court is
English, interpretation is available in
Dutch and French, the two other
languages used in CARICOM. In
its first five years the Court has
delivered 41 written judgments.
The CCJ is a pioneer institution; an
important instrument of regional
integration that is characterised by its
determination to be an independent
institution worthy of emulation by
the courts of the Caribbean region,
and deserving of the trust and
confidence of its people.

Website: www.caribbeancourtofjustice.org
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Down but not out:
Small Island
Developing States
beyond the global
economic crisis

Leisa Perch, Co-ordinator, and
Rathin Roy, Director,
International Policy Centre for
Inclusive Growth (IPC-IG )

ithin the context of the Commonwealth, Small Island Developing States (SIDS) share an
unparalleled foundation for co-operation with non-SIDS in Europe, Africa, Asia and the
Pacific. A shared history – including the struggle for statehood, cultural influences, administrative
structures and a commonality of language – all serve to make this a unique grouping. In few other
places do some of the richest and poorest members of the UN family of nations, members of the
G20 and IBSA, and most of the membership of the Alliance of Small Island States (AOSIS) come
together under one institutional umbrella. In this article, we share findings from our working paper
on the impact of the economic crisis on SIDS, with a view to a revitalised role for this ‘common
wealth’ to serve as a catalyst for a new style of development and engagement.

W

S

mall Island Developing States pose a development
paradox. This is a key message of the research. In
general, SIDS have achieved remarkable human
development progress, yet there exist high levels of
poverty, significant gender inequities and income
inequality. The impact of the global economic crisis
(GEC) on SIDS has unearthed a number of systemic
vulnerabilities which are likely to hinder the resilience
of existing and future development gains.

The impact of the global economic
crisis (GEC) on SIDS has unearthed a
number of systemic vulnerabilities which
are likely to hinder the resilience of
existing and future development gains.
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Smaller and less weighty than their trading partners,
SIDS lack adequate voice to negotiate individually when
demand falls or when terms of trade are unfavourable.
Limited policy space leaves most with little flexibility
and few options, inhibiting the impact of domestic
policies. Additionally, frequent climate-related shocks
such as hurricanes, cyclones and seismic activity have
often retarded development progress. The 2009 tsunami
meant losses of 25 per cent of GDP in Samoa; the 2004
Table 1. Select economic data for SIDS
Country

External
current
account
balance

Debt service
ratio (% of
revenue,
2007)

Debt to
GDP (2007
for
Caribbean
SIDS, 2009
for some
Pacific SIDS)

Structural challenges to resilient
development in SIDS

Antigua and Barbuda -31.0

24%

90%

Barbados

-10.6

19%

79%

SIDS are among the smallest economies in the world;
the members of this grouping account for the fifteen
smallest economies in the world as calculated according
to nominal GDP in 2009. The legacy effect of public
debt (see Table 1) is made more pronounced by the
typically monocultural nature of their economies. This
monoculturalism is accentuated by a monopsonistic and
highly elastic demand for the products of SIDS from a
few rich countries; thus, Barbados, Samoa, Solomon
Islands and Vanuatu all derive more than 50 per cent of
their GDP from services (Perch and Roy, 2010).

Dominica

-35.0

85%

100%

Kiribati

-28,350

3.6% (2006)

..

Montserrat

-25.8

..

..

Samoa

-67.3

6% (2006)

39% (2006)

Solomon Islands
in 2006)

-2,428

2% (2006)

25% (80%

St. Kitts and Nevis

-23.6

39%

187.2%

Vanuatu

-19,870

1.7% (2006)

32% (2006)

The Commonwealth Finance Ministers Meeting 2010

Source: Generated by authors from data from multiple sources
(IMF 2009; CIA World FactBook 2009; UNICEF 2009; ADB, 2008)
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hurricane season resulted in estimated losses in the
Caribbean of US$6 billion, equivalent to the combined
nominal GDP of 9 SIDS in 2009 (based on IMF
estimates for nominal GDP).
Thus the response to crisis must involve not just
mitigation of its impacts ex post facto, but also building
resilience. “Resilience is the capacity to handle unexpected
changes without threatening to collapse” (Cascio, 2009).
Regrettably, the metrics by which states are viewed within
the development community and in international
organisations have not as yet changed to address resilience.
For the SIDS this is accentuated by the global political
economy: recent developments in the international
negotiations on climate change point to remaining
concerns that the needs of SIDS are still marginalised
relative to other interests (global and regional).

Lessons from the global economic crisis
for SIDS

South-East Asia and the Pacific is estimated to have risen
to 5.6 per cent in 2009. Gender segmentation in the
market, restricting opportunities for both men and
women, has limited opportunities for alternative sources
of income in poor households.
• Consumer prices: Highly dependent on external
supplies of food and fossil fuels, SIDS are acutely
exposed to price fluctuations. The inflation of prices has
significantly affected staples and impacted directly on the
capacity of the poor and non-poor to meet their food
needs. Before the crisis, in both regions, the poor often
spent more than 50 per cent of their income on food
(Perch and Roy, 2010). A Cost of Living Review in
Montserrat in 2008 noted that “… food price increases
were the most dramatic with the typical basket
increasing by over 7 per cent and the nutritional basket
by almost 165 per cent” (Felicien, 2009).

Our analysis of the impact of the GEC specifically leads
us to conclude that particular attention should be paid
to the design and implementation of social policies that
reduce vulnerability, improve resilience to exogenous
shocks and thus lower the human and productivity costs
as a consequence of exposure to repeated shocks.

Particular attention should be paid
to the design and implementation of
social policies that reduce vulnerability.

Our findings suggest that impacts were most keenly
felt in the following areas:
• Household income. The declines in the incomes of
the poor were affected critically through employment
and remittances. The limited fiscal capacity of
governments to compensate for income losses escalated
the multiple impacts of high youth employment,
reduced working hours, falling remittances and the
negative effect of price volatility on poor and vulnerable
households. According to the International Labour
Organization (2009), the regional unemployment rate in

At its most robust, economic growth
has often failed to reduce the levels of
poor including the food and asset poor.

Moreover, given that economic growth in SIDS is
largely public-sector driven, the fragility of the services
sector – particularly tourism – served as a conduit for
impacts on revenue-generating capacity, employment
and other related services. In 2006, the tourism sector
provided 1.9 million jobs overall in the Pacific region,
representing 14.5 per cent of total employment; in
Vanuatu, tourism accounted for over 40 per cent of total
employment (UNESCAP 2008). As unemployment and
economic uncertainty persisted in originating markets
(UK, US, Europe, Canada, Australia, New Zealand), an
average decline of 5.5 per cent was felt in the Pacific and
variable declines (3.5, 8.5 and 15.3 per cent) respectively
in Dominica, Barbados and Montserrat in 2009.
Before the crisis, SIDS already faced declining returns
from significant social investments; their (largely)
middle-income country (MIC) designation masking
a paradox of high human development and high

Table 2. Paradoxical development in SIDS
Socioeconomic Indicators for Selected SIDS
Country
Population

HDI rank

GDP per capita

Poverty rate
(headcount index) (%)

Gini
coefficient

Antigua and Barbuda

85,362

47

17,966

18.3

0.49

Dominica

71,898

73

7,893

39.0

0.35

St. Kitts and Nevis

45,000

62

14,481

21.8

0.45

Samoa

187,000

94

4,467

20.2

0.47 (2008)

Kiribati

92,533

–

1,295

21.8

0.39 (2006)

Vanuatu

124,737 (2009)

126

3,666

27.2 (2006)

0.41

Source: Perch and Roy (2010), adapted from various sources.
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inequality (see Table 2). This is manifest in the continued
struggle of poor and vulnerable households to meet
their food needs, their dependence on government
assistance for long periods of time and their reliance on
remittances to supplement household incomes. At its
most robust, economic growth has often failed to reduce
the levels of poor including the food and asset poor.
In this way, the GEC is additive to pre-existing
vulnerabilities of SIDS. It has served to underscore a
structural vulnerability at the household level and called
into question the capacity of governments to be the main
facilitator of social and economic development. While
governments have responded admirably, it is arguable that
their capacity to continue to do so is in question.

Opportunities and policy options
The transitive effects of exogenous shocks on the
incomes, food security and access to basic public goods
of poor and vulnerable households demonstrate the
need for a new policy approach, one which lends itself
better to increasing the resilience of SIDS to future
shocks than is presently the case. In this context, we
highlight some critical recommendations for adjustments
in national and global policy frameworks:

SIDS must ensure that climate finance,
particularly fast-track resources, are fully
utilised in strategic areas such as the
institutionalisation of building codes, limiting
further encroachment on fragile shore-lines
and strengthening environmental legislation.
The socialisation of risk. The multi-dimensionality
of poverty and inequality in SIDS requires greater
innovation and flexibility in social provisioning and
policy, including the mainstreaming of disasters and
environmental considerations. Accordingly, the
Caribbean Catastrophe Risk Insurance Facility
(CCRIF) model should be replicated across SIDS
regional groupings and at a micro level within nations,
providing critical countercyclical support. The CCRIF is
a parametric insurance facility, owned, operated and
registered in the Caribbean for Caribbean governments
to proactively share the risk of disaster impacts. More
information is available at www.ccrif.org.
Maximise opportunities for co-benefits. Climate
Change presents both a challenge and an opportunity.
SIDS must ensure that climate finance, particularly fasttrack resources, are fully utilised in strategic areas such as
the institutionalisation of building codes, limiting further
encroachment on fragile shore-lines and strengthening
environmental legislation. Equally, the opportunities to
expand sources of employment through ‘green’ jobs, i.e.
transformations in the energy and transportation sector,
which also derive co-benefits (reducing energy poverty
and decreased dependency on imported fossil fuels)
36
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should be maximised to the fullest. Learning will be
critical from innovative processes in Asia and Africa,
particularly India’s National Rural Employment
Guarantee Act programme (NREGA) which links gender
equality, opportunities for the poor and climate change,
and South Africa’s Expanded Public Works Programme
(EPWP), one of the few of its kind which targets the
poor and unemployed by providing temporary jobs to
carry out socially useful activities. More information on
NREGA can be found at http://www.indianexpress.com/
news/nrega-and-climate-change/555219/0>.

As the world converges around the urgency of
meeting the MDGs by 2015, the challenge of
balancing economic, social and environmental
imperatives becomes even more central.
Social partnership – government, private sector
and labour. Linked to the creation of an institutional
mechanism that is nuanced in its targeting of scarce
public resources to address poverty and inequality,
government should engage actively and constructively
with the private sector and labour. As the Barbados
Social Contract model demonstrates, such partnerships
can facilitate the regulation of wages and prices, job
security and a profile attractive to foreign investment.
A Heavily Indebted Poor Country (HIPC)-like
arrangement for SIDS which is designed to allow
space in the post HIPC-adjustment path for probable
but temporally unpredictable exogenous shocks.
We recommend the above in the context of
strengthening the underlying concept for change, rather
than as the sole solution to enhanced policy-making and
results in SIDS. The implications for confronting the
dimensions of scale (significance), the multiplier effect of
frequent crisis as well as improving our understanding of
factors that enable resilience, are self-explanatory. This
will make the difference, we believe, between surviving
and thriving.

Looking forward
As the world converges around the urgency of meeting
the MDGs by 2015, the challenge of balancing
economic, social and environmental imperatives becomes
even more central. SIDS, perhaps more than any other
group, will be among the biggest victims of a failure to
act at the global level. As such they may have the greatest
incentive to make sure that things change. The
Commonwealth of Nations has a unique opportunity to
support them in such an effort and to ensure that their
story is not lost amid the many calls for urgent action.

Further details of the analysis that underpins this article, as
well as the above-mentioned recommendations and source
references, can be found in our working paper: ‘Social Policy in
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the Post-Crisis Context of SIDS: A Synthesis’, IPC-IG
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International aid and
financial crises
Hai-Anh Dang, Post-doctoral Consultant;
Stephen Knack, Lead Economist; and
F. Halsey Rogers, Lead Economist,
World Bank

he global financial crisis was a major shock to the developing countries, reducing their income
growth rate by some 6 percentage points between 2007 and 2009. Growth has since begun to
rebound in the developing world, but during the crisis, international aid helped to buffer poorer
countries against the worst effects of the downturn. Unfortunately, aid budgets have come under
pressure in donor countries – and if history is any guide, the fiscal hangover from the financial crisis
could reduce aid flows substantially over the next decade.

T

I

t is donor countries that were hit first by the financial
crisis, and as a group they suffered steep declines in
income in 2008 and the first half of 2009. Given these
strains on their economies, donors’ willingness to give
aid could fall, at a time when the need for aid remains
great. New research shows that for some donors –
notably those that suffered the greatest financial strains
in their own domestic economies – the crisis could have
long-lived effects on the amount of aid they provide, if
the next few years replicate the past. Preventing this may
require donors to work together to avoid a mutually
reinforcing cycle of aid declines.

Aid stagnation following financial crises
In a recent paper, the authors investigated patterns of

aid-giving by donor countries hit by financial crises
in the past, to give some insights into what may lie ahead.
There is clearly cause for concern, because past
experience suggests that donor-country financial crises
may be especially detrimental to aid-giving. When
banking crises hit five donor countries (Finland, Japan,
Norway, Sweden, and the United States) in the 1980s and
1990s, average aid from these donors stagnated for a
decade or more, while aid from other donors continued
to rise steadily.
Figure 1 shows this pattern of post-crisis declines in
(relative) aid flows. David Roodman of the Center for
Global Development deserves credit for first illustrating
this point graphically, using separate aid series for four of
these crisis countries. Here, we combine them all into

Figure 1. Trends in mean aid disbursements from crisis and non-crisis countries, 1977-2007.

Note: the first year of
each crisis has been
normalised to year t=1
for crisis countries
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one figure that maps the typical path in the wake of
crisis. For each country, year 1 on the figure represents
the year the financial crisis hit (e.g., 1991 for Finland
and 1988 for the United States), according to financialcrisis experts at the International Monetary Fund (IMF).
Aid is indexed to 100 in the last pre-crisis year.
The figure shows that for the decade before the
domestic banking crisis hits, aid from crisis countries
follows roughly the same upward trends as aid from noncrisis countries. But over the decade after the crisis hits,
aid from the crisis countries stagnates while aid from the
non-crisis countries continues its upward trend. The gap
in aid between crisis countries and non-crisis countries
thus steadily grows over that whole period.

Duration and magnitude of the crisis
impact
Of course, the drops in aid that are visible in the raw data
could be attributable to other factors beyond the banking
crisis– most obviously, the fall in per-capita income that
tends to accompany banking crises. For example, Finland’s
overall economic crisis in the early 1990s was especially
deep and could have led to a sharp decline in aid even
had there not been a banking crisis.We therefore explored
the relationship between banking crises and aid
econometrically, to take account of such income effects
and other important predictors of aid levels. We based our
analysis on a comprehensive IMF database of systemic
banking crises, together with Organisation for Economic
Co-operation and Development-Development Assistance
Committee (OECD-DAC) aid data for 1977 to 2007.
The database covers 24 donor countries, including four
Commonwealth members: Australia, Canada, New

Donor-country banking crises are
associated with a sharp and long-lived
drop in aid disbursements, over and above
the effects of lower donor-country incomes.
Zealand, and the United Kingdom.
Our econometric analysis finds that donor-country
banking crises are associated with a sharp and long-lived
drop in aid disbursements, over and above the effects of
lower donor-country incomes. Five years after a systemic
banking crisis hits, aid from the crisis country is on
average an estimated 17 per cent lower than it would
have been in the absence of a crisis. Surprisingly, at that
point aid continues to decline (again, relative to the nocrisis counterfactual). It does not bottom out until 10 or
11 years after the crisis hits, at which point aid is down
by an estimated 24 per cent.
Moreover, these banking crisis effects come in addition
to the direct effects that declining incomes could have on
aid. Over the long run, each one per cent decrease in
GDP per capita is associated with a drop of about three
per cent in aid outflows; going through a banking crisis

appears to exacerbate that decline in aid. These decreases
in aid could possibly translate into costly effects on human
development for recipient countries. A recent World Bank
research paper by Friedman and Schady (2009) calculates
that shortfalls to the current growth projection of national
incomes due to the financial crises, if unchecked, would
result in 30,000-50,000 excess infant deaths in subSaharan Africa countries, including most Commonwealth
countries in this region: Cameroon, Ghana, Kenya,
Malawi, Mozambique, Namibia, Nigeria, Rwanda, South
Africa, Uganda, and Zambia.

Why such large and long-lived aid
declines are plausible
Econometrically, there are several reasons for confidence
that this apparent large banking-crisis effect is not just an
artefact of our econometric approach. First, the large
banking-crisis effect does not hinge on just a few
outliers. Analysis based on a broader World Bank dataset
of banking crises – which includes both systemic and
non-systemic crises, for a total of 23 crises in 17
countries in recent decades – strongly confirms the
finding that banking crises reduce aid. Second, the size
of the estimated banking-crisis coefficients is rather
robust econometrically: that is, the estimated effects
remain large even when a host of other possible
economic and political determinants of aid are
controlled for in the analysis. Third, a 2009 study by
Emmanuel Frot of the Stockholm School of Economics,
which uses a shorter time series and a different
modelling approach to address the same question, also
finds that financial crises have large effects on aid flows.

Recent research at the level of individual
voters finds that those who feel less secure
financially in donor countries are less
likely to support foreign aid.

Beyond the econometrics and data, the plausibility of
these results depends on identifying a channel for such
long-lived impacts of banking crises on aid. One likely
channel is fiscal. In the wake of a crisis, aid is forced to
compete in the budget with financial-sector bailouts and
other crisis-related expenditures. And recent research at
the level of individual voters finds that those who feel
less secure financially in donor countries are less likely to
support foreign aid. There has already been political
pressure to reduce aid budgets in donor countries, or at a
minimum to postpone or eliminate planned increases in
aid. For example, the OECD-DAC reports that fiscal
pressures were the cause of the sharp fall in aid from
some DAC members in 2009 (19 per cent in the case of
Ireland, and 12 per cent for Greece).
The fiscal channel could also explain why aid stagnates
for so long after a banking crisis hits. Major banking
crises have effects on fiscal positions that are especially
Washington D.C., USA, 7-8 October 2010

41

Global Economic Situation

large and long-lasting, with public debt increasing by a
daunting 86 per cent on average in the first three years
of crisis, according to recent research by Carmen
Reinhart and Ken Rogoff (2008). Given these
magnitudes, it is quite plausible that debt pressures lead
governments to cut back or at least restrain growth in
aid for years afterwards.

The way forward: aid for the next decade
What do these results imply for the likely path of aid
disbursements over the next decade for both donor and
recipient countries? If aid flows follow historical patterns,
the global financial crisis could reduce aid significantly
over the medium term, at least relative to levels that they
would otherwise have reached. Not only have donorcountry incomes dropped, but several donors have
suffered banking crises or severe strains on their banking
systems – including the United Kingdom, the United
States, and Ireland, which together accounted for a third
of DAC aid in 2008. Historical patterns suggest that aid
from these crisis-hit countries could fall by a fifth to a
quarter in the coming years, in relative terms.

This analysis does not take into account any
possible strategic interactions among donors,
which may be particularly important at a time
when the macroeconomic downturn and
banking crises have been highly synchronised.
Past is not necessarily prologue, of course. This analysis
does not take into account any possible strategic
interactions among donors, which may be particularly
important at a time when the macroeconomic downturn
and banking crises have been highly synchronised across
donor and recipient countries. This synchronisation
could either exacerbate or dampen the effects of crisis on
aid, depending on the strategic interactions among
donor countries. Suppose that the standard approach of
the aid community in the past has been for donors to
compensate for each other in the case of economic
shocks – that is, for one donor to increase its aid when
another is forced to cut back in a recession. In that case,
the effect on aggregate aid of a downturn in one country
would be less than the effect on that country’s own aid.
But with the synchronised economic cycle this time
around, there may be no donor-of-last-resort that
is willing to step in and compensate for shortfalls
elsewhere, so aid could drop farther than predicted.
Alternatively, if donor countries become concerned
about the dangers of simultaneous cutbacks in aid across
many countries, they may be able to co-ordinate to
maintain aid above the levels that would otherwise emerge
from their unilateral decision-making. In that case,
aggregate aid would not drop by as much as predicted.
Encouragingly, the OECD’s aid estimates for 2009 show
that even as some donors were cutting back sharply in real
terms, others (including the United Kingdom) increased
42
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their aid by double-digit percentages. Their efforts were
enough to increase total aid slightly over 2008. But the
situation will bear further scrutiny over the coming
decade, as the UK and other donor countries wrestle with
the enduring fiscal costs of financial crisis.
This article is based on the authors’ World Bank working paper
‘International Aid and Financial Crises in Donor Countries’
(PRWP #5162, 2009), which has the references to related studies.
Reference: Friedman, Jed and Nobert Schady, (2009) How
many more infants are likely to die in Africa as a result of the
global financial crisis? PRWP #5023.
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he Millennium Development Goals (MDGs) have triggered the largest co-operative effort in
world history to fight poverty, hunger, and disease. They have become a rallying cry in poor and
rich countries alike, and a standard for non-governmental organisations and corporations as well.
Nearly ten years after they were adopted, they are alive and stronger than ever. They have inspired
breakthroughs all over the globe. The world wants them to work.

T

O

ne of the challenges of the MDGs is to combine
MDG financing with proven interventions,
supported by rigorous public-private management
systems to ensure that the money gets to the right place,
at the right time, and for the right use.

Global funding experience
One of our key insights, which we’ve learned from the
practical successes of many global funds – including the
World Food Programme, UNICEF, the UN Population
Fund, the Global Alliance for Vaccines and Immunisation
(GAVI), and the Global Fund to fight AIDS, Tuberculosis
and Malaria (GFATM) – is that such funds tend to
combine several core strengths:
• Country design and ownership of national plans
• Practical and measurable results
• Low overhead and strong management
• Strong audits
• Technical reviews and expertise
• Stakeholder governance.
Unfortunately, for several MDGs, we know what
works but we don’t yet have a funding mechanism to
connect the proven interventions, the necessary
financing, and the strong management needed for
implementation.
A first major gap is in smallholder agriculture. The
new Global Agriculture and Food Security Plan
(GAFSP), headquartered at the World Bank, will help
impoverished farmers take the step to successful
commercial agriculture. The new fund has got under
way, but is still undercapitalised. We need to continue
actively to mobilise all of the US$22 billion over three
years promised for smallholder farming at the G8
L’Aquila Summit in 2009.
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The second major gap is in education. Many world
leaders have suggested a new Global Fund for Education
to help close the financing gap in primary education. This
would upgrade and capitalise the current FTI/EFA (Fast
Track Initiative on Education for All) funding mechanism.
A major priority should include helping girls to continue
from primary to secondary school, in line with MDG 3,
which calls for gender equality at all levels of education.

While there are many, perhaps countless,
global initiatives on water and sanitation,
and the beginnings of systematic financing,
there is still a need for some kind of
overarching multilateral funding mechanism.

“While there are many, perhaps countless, global
initiatives on water and sanitation, and the beginnings of
systematic financing, there is still a need for some kind
of overarching multilateral funding mechanism.”
A third major gap is in water and sanitation. While
there are many, perhaps countless, global initiatives on
water and sanitation, and the beginnings of systematic
financing, there is still a need for some kind of
overarching multilateral funding mechanism.
A fourth major gap is in health, linking MDGs 4, 5, and
6. There are many recent success stories in public health,
including major recent reductions of the disease burden
and deaths from malaria, polio, AIDS, measles, and other
killers. Yet there are also major opportunities for public
health and disease control not yet achieved because of the
absence of appropriate management and funding streams.
These include maternal survival through emergency
obstetrical care, neonatal (first 28-day) survival, parasitic
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disease control, and control of major childhood killers
including diarrhoeal diseases and pneumonia. Success in
these areas can be summarised as building a Primary
Health System, which ensures training and staffing
of community health workers, construction and
maintenance of local facilities, emergency obstetrical care,
ambulance services, and logistics for key commodities.
Many governments have rightly called for new health
systems financing. The best approach would be to merge
GAVI and GFATM into a new single Global Health
Fund with added responsibilities for health systems.

A new Global Climate Fund would ensure
systematic international financing for climate
change adaptation and mitigation.

The fifth need is for climate financing, for example a
Global Climate Fund as proposed by the Government of
Mexico. There are two major commitments on climate
financing coming out of Copenhagen: US$10 billion
per year during 2010-2012, and a rising trajectory to
$100 billion per year by 2020. A new Global Climate
Fund or comparable mechanism or mechanisms would
ensure systematic international financing for climate
change adaptation and mitigation, perhaps through an
assessment based on each country’s carbon emissions.

A sixth unmet objective is support for empowering
girls and women, through legal changes and through
practical investments in micro-finance, smallholder
farming (where most of the farmers are women), and
other means to empower poor women in poor
communities. The UN’s new Women’s Agency will be
tapped for leadership of MDG 3.
A seventh unmet need involves infrastructure: roads,
power, rail, and broadband connectivity. The world has
long recognised that infrastructure, typically financed in
part by the public sector, is a key input to economic
development, and indeed is vital for a healthy and
productive private sector economy. Yet it remains the
case that we lack a consistent framework for truly largescale and sustainable infrastructure in low-income
countries. Financing remains somewhat haphazard and
unpredictable. For example, an estimated 1.6 billion
people still lack access to electricity. Africa’s roads and
rail networks urgently need upgrading and expanding.
The World Bank and the Regional Development Banks
should create a new and expanded platform for
financing sustainable infrastructure.
The eighth unmet need is to help countries integrate
the various strategies and goals at the local level, by
creating networks of MDG teams in villages and districts
throughout their countries. The Millennium Villages
Project has powerfully demonstrated the advantages of a
strong MDG team at the village level, able to capture the
synergies of integrated investments in agriculture, health,
education, infrastructure, and business development. These
integrated efforts introduce powerful systems of delivery,
Washington D.C., USA, 7-8 October 2010
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community participation, women’s empowerment, and
accountability. A global funding stream to enable
countries to launch integrated rural development
programmes along the lines of the Millennium Village
Project would greatly accelerate success at the local level
in the world’s poorest regions.

September with the agreed plans, partnerships, and
financing to accelerate our progress. And let us commit,
as President Obama bid us to do this year at the UN
General Assembly, to look beyond success of the MDGs
to the end of extreme poverty in our time.

It remains the case that we lack
a consistent framework for truly
large-scale and sustainable infrastructure
in low-income countries.
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Nations Secretary-General Ban Ki-moon. From 2002 to
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Special Advisor to United Nations Secretary-General Kofi
Annan on the Millennium Development Goals. Sachs is also
President and co-founder of Millennium Promise Alliance, a
non-profit organisation aimed at ending extreme global poverty.
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development, poverty alleviation, and enlightened globalisation,
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environmental sustainability, and as Director of the Earth
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human-induced climate change. In 2004 and 2005 he was
named among the 100 most influential leaders in the world by
‘Time’ magazine, and was awarded the Padma Bhushan, a
high civilian honour bestowed by the Indian Government, in
2007. Sachs lectures constantly around the world and was the
2007 BBC Reith Lecturer.

A chance to make progress
The MDG Summit this year gives us the opportunity to
scale up the best thinking and experience. The world has
the crucial opportunity to innovate, by creating new
institutions and new ways of doing things, in both the
public and private spheres.
“The Millennium Development Goals are more than
technical targets. They hold the world’s hopes and
dreams for a global end of extreme poverty, hunger, and
disease.”
The Millennium Development Goals are more than
technical targets. They hold the world’s hopes and
dreams for a global end of extreme poverty, hunger, and
disease. We have many inspiring successes and many
setbacks. Some countries have been plunged into
conflict – the very opposite of development. Some
despots have ignored the pleas of their own citizens. And
too many wealthy countries have yet to live up to large
words and deep hopes. Working together, we can help
the world to fulfil its profoundest aspirations for shared
peace and prosperity.

The Millennium Development Goals
are more than technical targets. They hold
the world’s hopes and dreams for a global
end of extreme poverty, hunger, and disease.

We still have time to reach many of the MDGs
throughout the world, but have already lost time to reach
others. This is not a reason, however, to slow down, or
lose heart, but to speed up, and take new confidence in
our purpose and our ever-improving tools. The world
leaders should therefore arrive at the MDG Summit this
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he substantial increase in resources dedicated to health through overseas development assistance
and other sources during the past years has begun to change the course of AIDS, TB and
malaria, and more broadly, the major health problems that low- and middle-income countries have
been confronted with. It is rare in the field of international development to see such rapid
correlation between investment and desired results and impact, as has been the case in the past
years’ efforts to fight the three pandemics. Increased international investments have, with great speed
and efficiency, been turned into health services on the ground, benefiting hundreds of millions of
people. This article will examine the medical progress made recently and also take a look at the time
sensitive Millennium Development Goals (MDGs).

T

Unity found in common interest
Despite a lack of facilities, hundreds of thousands of
health workers around the world have used new
resources to save millions of lives. The benefits of their
efforts to provide antiretroviral treatment for HIV or
effective treatment for TB and malaria to people in poor
and often inaccessible areas, to provide insecticidetreated nets to millions of families and to undertake
other efforts to prevent the spread of the three diseases
go far beyond the realm of health. They have been
uniting the world around a common agenda and
humanitarian purpose.

In 2003, virtually no one living with AIDS
in low- and middle-income countries was
receiving lifesaving antiretroviral treatment.

As recently as in 2003, virtually no one living with
AIDS in low- and middle-income countries was
receiving lifesaving antiretroviral treatment, although it
had been available since 1996 in high-income countries.
At the end of 2008, over 4 million people had gained
access to AIDS treatment. AIDS mortality has since
decreased in many countries. For example, in Ethiopia’s
capital, Addis Ababa, the rollout of antiretroviral
treatment has led to a decline of about 50 per cent in
adult AIDS deaths over a period of five years.
50
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Malaria used to be a neglected disease. Today, at least
ten of the most endemic countries in Africa have
reported declines in new malaria cases and an impressive
decline in malaria mortality of 50 to 80 per cent.

At the end of 2008, over 4 million people
had gained access to AIDS treatment.

Ten years ago, more than 9 million people around the
world suffered from TB. Today, the world is on track to
meet the international target to cut that number in half
by 2015. TB is being diagnosed much more effectively,
and 6 million additional people have gained access to
DOTS (the basic package that underpins the Stop TB
strategy) with the support of the Global Fund.
Much more remains to be done, but significant
reductions in mortality and suffering, as well as in the
economic and social toll these pandemics have inflicted
on families and societies, have been achieved.

Potential to fulfill Millennium
Development Goals
The world has an extraordinary opportunity to come
close, to reach, or even to exceed the health-related
MDGs – the eight goals that every UN member state
agreed to pursue in 2000. Many of the international
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World’s actions have impact
The global effort to fight AIDS, TB and malaria has a
wider impact and benefits everyone. The three diseases
are directly responsible for enormous burdens of death
and disability, but they also have major repercussions for
human development and society. Global efforts to fight
AIDS, TB and malaria also contribute to addressing
extreme poverty and hunger, child health, maternal
health and global partnership.
Investments that have been made in global health over
the past years have also strengthened health systems. By
setting ambitious targets and making funding flows
dependent on achieving these, recent investments have
exposed health systems’ weaknesses and provided an
incentive and the funding to address them. Investments
undertaken, while focused on achieving progress in the
fight against the three diseases, have helped strengthen
the overall capacity of health systems by expanding
community and district health facilities, improving
procurement and administration capacity and retaining
health workers.

Mother and child in Gambia.

targets, with regard to MDG 6 (Combat HIV/AIDS and
malaria and other diseases), could be met, significant
progress could be made on MDGs 4 and 5 (reducing
child mortality and improving maternal health), and the
other MDGs could also be positively impacted.

At least ten of the most endemic countries
in Africa have reported declines in new
malaria cases and an impressive decline
in malaria mortality of 50 to 80 percent.

If the momentum of the last decade is maintained and
countries continue to scale up programs at the current
rate, malaria could be eliminated as a public health
problem in most endemic countries, and indeed there
would be hope for a world without malaria deaths by
2015. Millions more HIV infections may be prevented
and lives otherwise lost to AIDS saved. The growing
threat of MDR-TB may be contained. And it might be
possible to virtually eliminate transmission of HIV from
mothers to their children. In the process, health systems
would be further strengthened so they could take on the
many other health-related challenges low- and middleincome countries face.

If the momentum of the last decade is
maintained and countries continue to scale
up programs at the current rate, malaria
could be eliminated as a public health
problem in most endemic countries.

For the last eight years, the Global Fund has been a
major engine driving dramatic advances in the fight
against HIV, TB and malaria. The programs it has
funded have saved 4.9 million lives and improved the
quality of life of many of the millions of people living
with HIV, the millions who contract active TB annually
and the hundreds of millions of people who contract or
are at risk of contracting malaria each year. In this sense,
the Global Fund is driving a major global effort that is
on the road to achieving impressive successes in the
fight for global health. All partners and stakeholders
should take considerable pride in the role they play in
this work.
The past year’s economic crisis dropped millions of
people below the poverty line. It followed a period of
solid economic growth in many places that lifted
millions out of poverty. Through its programs, the Global
Fund and its partners can help provide a safety net for
some of the poorest and most vulnerable populations,
thereby partly alleviating the impact of the financial
crisis. These programmes can also help bridge the health
gaps that often accompany income gaps, for example, by
helping to retain health workers in impoverished areas
where they are needed most and by providing
prevention, treatment and care services to people who
are otherwise unable to afford them. In addition, the
Washington D.C., USA, 7-8 October 2010
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Global Fund brings together North and South in
decision-making, thereby encouraging them to create a
shared vision and common purpose.
The Global Fund strives to be a 21st-century
international development agency – efficient, transparent
and adaptable. Established as a public-private partnership,
it has introduced numerous major advances and best
practices to its systems, policies, infrastructure and
operations, allowing it to leverage its resources
substantially in scaling up the fight against HIV, TB and
malaria. The Global Fund is country-focused, and its
organizational structure allows it to rapidly respond to
the needs of its partners and the people affected by the
three diseases.

Additional actions necessary
Now is the time to further intensify efforts and to
make a commitment to continue scaling up the
response to HIV, TB and malaria, to safeguard and
continue building upon the substantial achievements
already made. While the results and impact mentioned
in this article should be cause for optimism, the
progress made in the last years is fragile. A reduction –
or even stagnation – of efforts would lead to reversals
of recent progress.

The programs it has funded have
saved 4.9 million lives and improved
the quality of life of many.

Continued, increased investments in health, in HIV,
TB and malaria, specifically, are needed, not only to
reach or exceed the health-related MDGs, but also to
preserve global stability and protect countries and
communities at risk of disease.
2010 is a crucial year for the financing of such health
investments. In essence, donors will decide if the healthrelated MDGs can be met. 2010 should inspire
extraordinary commitments from every sector of
society – public and private – and from every individual
interested in safeguarding and building upon the
substantial achievements we made in health over the
past decade.
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It is about making the right choices – between
sustaining the fight against the three diseases that in the
last decade have contributed so much to reducing
inequities between rich and poor countries, or allowing
those inequities to create an intolerable gulf in the world
once again; and between a form of globalisation that
only brings the benefits of development to countries
during prosperous times, or one that also supports the
world’s poorest citizens in difficult times as well.
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tuberculosis and three quarters for malaria.
The Global Fund to Fight AIDS,Tuberculosis and Malaria
Geneva Secretariat
Chemin de Blandonnet 8, 1214 Vernier
Geneva, Switzerland
Tel: +41 (0)58 791 1280
Email: michel.kazatchkine@theglobalfund.org
Website: www.theglobalfund.org
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Financing the
maternal and child
health goals
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he crisis of avoidable maternal, newborn, and child deaths in developing countries – including
many Commonwealth countries – is a major focus for the global health community. Many
countries are off track to reach the child and maternal health Millennium Development Goals
(MDGs 4 and 5). Additional donor assistance will be needed to help countries catch up. The
Evidence-to-Policy initiative recently examined the best estimates of how much donor assistance is
currently available for maternal, newborn, and child health (MNCH) and how much additional
financing will be needed.

T

he global state of maternal and child health was a
leading issue on the agenda of the September 2010
Summit on the MDGs (Box 1). A critical precondition
for reaching sound policy solutions to this global crisis
is to have reliable estimates of current spending on
MNCH and of how much additional funding is needed.

T

Tracking development assistance to MNCH
The key source for estimating official development
assistance (ODA) to MNCH is the Countdown to 2015
Initiative. Countdown examines ODA from 22 donor
countries, members of the Development Assistance
Committee (DAC) within the Organisation for
Economic Co-operation and Development (OECD).
It also examines contributions from the World Bank,
GAVI Alliance, Global Fund, European Commission,
and UNICEF. DAC countries regularly report their
assistance to the OECD Creditor Reporting System
(CRS) database.

Countdown estimates that donor disbursements for
MNCH to all developing countries increased from
US$2.6 billion to US$5.4 billion between 2003 and
2008. This represents a 105 per cent increase in donor
disbursements for MNCH in this timeframe, but no
change relative to overall ODA for health, which also rose
by 105 per cent. The 68 Countdown priority countries
received US$4.1 billion in 2008, of which US$2.9 billion
was spent on child and US$1.2 billion on maternal and
neonatal health.
Additional financing to reach MDGs 4 & 5 must include funding for mass
free mosquito net distributions.

Box 1: The global crisis of maternal, child, and
newborn deaths
• The Institute for Health Metrics and Evaluation (IHME)
estimates that there were 342,900 maternal deaths in
2008, down from 526,300 in 1980. But only 23 countries
are on track to reach MDG 5.
• The global under-5 mortality rate fell by 28 per cent
between 1990 and 2008. Yet in 2008, 8.8 million
children born alive died before their fifth birthday.
Most deaths were in developing countries, and were
from preventable or treatable causes.
• 41 per cent of deaths among children under 5 occur in
the first month of life.

Washington D.C., USA, 7-8 October 2010
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Nearly all donor support goes towards funding specific
health projects, rather than providing health sector or
general budgetary support. Countdown differentiates
between three project types: (a) MNCH-specific
projects; (b) projects that contribute to MNCH through
supporting general health activities; and (c) diseasespecific projects with benefit to MNCH (e.g. an HIV
programme aimed at the general population).

Nearly all donor support goes
towards funding specific health projects,
rather than providing health sector
or general budgetary support.

Limitations in estimating funding flows
The CRS database lacks an MNCH category.
When donors report to the CRS database, they must
choose a ‘purpose code’ for their projects. CRS has 17
purpose codes for health (e.g. malaria control) but no
category for MNCH, presenting a challenge in
estimating donor spending on MNCH. Countdown
tries to address the issue in two ways. First, it screens
project titles and descriptions in the database. For
projects that target maternal or child health (e.g. child
immunisation), Countdown includes the entire
disbursement in its MNCH financing estimate. But this
approach – using project descriptions – has many pitfalls
(e.g. the descriptions can be vague). Second, Countdown
includes a proportion of ‘integrated funding’ (general
healthcare and budget support), and of funding for
disease-specific projects, in its estimates of MNCH
funding. As these projects are usually aimed at the
general population, the entire funding cannot be
included. Countdown therefore created ‘allocation
factors’ to calculate the proportion of disease-specific
and integrated funding allocated to MNCH (see Box 2).
Allocation factors are often based on weak data.
The quality of allocation factors relies on the quality of
the underlying country-specific data, which are often
poor and outdated (e.g. many data are from the early
1990s).
Non-traditional donors are excluded. Funding
from foundations, non-governmental organisations
Box 2. Using an allocation factor to calculate
spending on childhood HIV
To calculate the proportion of total HIV funds spent on
treatment of HIV-positive children, Countdown started by
looking at the total amount of donor funding for HIV in a
country. It then used an allocation factor to estimate how
much of this total was spent on children – it used countrylevel estimates of the proportion of the total population
with HIV who were under 5 years of age (e.g. if 10 per
cent of people with HIV were children under 5 years, 10
per cent of the HIV funding would be included in the
MNCH financing estimates).
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(NGOs), and non-traditional donors (e.g. China)
probably represents a major source of MNCH financing
– yet such funding is not recorded in the CRS database
and is missing in Countdown’s calculations.
For example, Countdown’s financing estimates do not
include disbursements to family planning, a crucial
intervention in improving women’s health.

Additional financing needed to reach
MNCH targets
How much additional funding is needed to reach
MDGs 4 and 5? The ‘price tag’ that has gained traction
in global health circles is US$30 billion needed between
2009 and 2015. The estimate is in a consensus statement
from the Partnership for Maternal, Newborn and Child
Health (PMNCH), and is based on calculations included
in a report by the High-Level Taskforce (HLTF) on
Innovative International Financing for Health Systems.
The calculations were done by two teams, one led by
the WHO and the other by the World Bank, which
developed separate cost estimates using different
methods (the teams came up with very different figures
for the MNCH price tag). Both teams calculated the
programme costs for eight health programmes crucial to
reaching the MDGs: immunisation, management of
child illnesses, maternal health, family planning, TB,
malaria, HIV, and essential drugs.
A school health survey in Lamu, Kenya.
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women and children by 2015”, a suggestion that has
gained traction among donors and MNCH advocates.
But the US$30 billion alone is unlikely to save over 10
million lives, since it must be complemented by a huge
amount of additional funding for human resources and
other cross-cutting health system components. A recent
United Nations Population Fund (UNFPA) study
estimates that meeting existing needs for family planning
and maternal and newborn health alone would cost an
additional US$12.8 billion annually. This estimate –
which includes the costs of drugs and supplies, human
resource costs, and other health systems costs needed for
effective service delivery – indicates that many more
resources are required for scaling up MNCH
interventions than are stated in the PMNCH consensus.
Kenya’s national child health survey will document the burden of neglected
tropical diseases, which falls disproportionately on children and women.

The US$30 billion price tag promoted by the
PMNCH is based on WHO’s estimates of the
programme costs alone, between 2009 and 2015, required
to scale up key MNCH interventions related to just four
of the eight programmes to universal coverage levels. The
US$30 billion provides an additional US$11.82 billion
for maternal health, US$8.43 billion for family planning,
US$2.53 billion for the management of childhood
illnesses, and US$6.27 billion for immunisation, adding
up to US$29.05 billion. The PMNCH does not clarify
what the remaining US$0.95 billion would cover.

Limitations in estimating the MNCH
price tag
The price tag leaves out HIV, malaria, TB, and
essential drugs. The US$30 billion programme costs
do not include the costs of HIV, TB, and malaria
interventions relevant to MNCH (e.g. drugs to treat
children with malaria) or the costs to increase access to
essential drugs for treating chronic and neglected
tropical diseases (which disproportionately affect women
and children).

A recent UNFPA study indicates that
many more resources are required for
scaling up MNCH interventions than
are stated in the PMNCH consensus.

It leaves out health systems strengthening (HSS).
The price tag does not include the costs of scaling
up the system-wide components that would allow
programmes to function effectively. According to the
WHO estimates for the HLTF, US$185.7 billion is
needed for HSS. A substantial proportion of this figure is
relevant to MDGs 4 and 5.
It could mislead donors. The PMNCH suggests that
US$30 billion will save “the lives of over 10 million

Policy recommendations
We offer five recommendations to overcome weaknesses
in tracking MNCH financing flows and estimating the
MNCH price tag.
Improved reporting of MNCH financing data.
Donors often do not report data in a timely way to the
CRS. As the DAC only releases the complete yearly
data, such reporting behaviour by donors delays the
timely release of the CRS data. The delay makes it
difficult to track whether donors are living up to their
commitments, and contradicts the accountability
principles of the Paris Declaration on Aid Effectiveness
and the Accra Agenda for Action. We recommend that
donors take action to speed up their reporting. Better
co-ordination of reporting and more accurate project
descriptions are also needed. An initial step toward a coordinated reporting format would be for donors to
agree upon specified keywords for systematic inclusion
in the CRS project descriptions. A more important step
would be for DAC members to use precise, complete
project descriptions, which in turn would make MNCH
financing estimates more evidence-based. This effort
should be supported by increased investments in the
accounting systems of donors, which are often not
designed to track MNCH-related disbursements.
Better allocation factors. The cross-cutting nature of
MNCH means that simply adding a category called
‘MNCH’ to the CRS database is not a solution. There
will always be to be a need to apportion a percentage of
disease-specific and integrated funding to MNCH.
Estimates of donor flows to MNCH would be improved
through the creation of better allocation factors, which
means: (a) updating the data sources used to calculate
these factors, and (b) donors investing in the necessary
data collection, monitoring, evaluation, and operational
research required to produce better allocation factors.
Including disbursements from non-traditional
donors. The contributions of key private financiers,
such as the Gates Foundation, NGOs and emerging
donor governments, can be mined from various sources.
While tracking data that fall outside the CRS database
presents difficulties, the Institute for Health Metrics
and Evaluation (IHME) has shown that these can be
Washington D.C., USA, 7-8 October 2010
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overcome (the IHME tracks ‘non-traditional’ funding
flows to global health).
Updating the price tag. More accurate measures of
the MNCH price tag (including health service delivery
costs) are urgently needed, so that donor governments
are given a realistic picture of what it will take to reach
MDGs 4 and 5.
The ‘one United Nations’ costing method. Given
the different costing methods used by WHO and the
World Bank to estimate the MNCH price tag, we
welcome the recent move to create a ‘one United
Nations’ costing method for health. An interagency
working group is currently harmonising the various
costing tools used in the health sector. The aim is to
develop a single tool, the Unified Health Model, to
support health sector costing, budgeting, financing,
and strategy development in developing countries
with a focus on medium-term MDG-related health
activities. Use of a ‘one UN’ costing tool should
contr ibute to better arguments for an increased
commitment to MNCH financing, both domestically
and globally, and developing countr ies should be
supported in using the tool.

Scaling up
Important strategic decisions must be made to accelerate
progress toward MDGs 4 and 5. Reliable estimates on
the currently available financial resources and the
funding gap are a critical precondition for sound
decision-making and for directing investments.

Reliable estimates on the
currently available financial resources
and the funding gap are a critical
precondition for sound decision-making
and for directing investments.

The current conversations in global health circles
about MDGs 4 and 5 refer to the US$30 billion price
tag for reaching these goals. By promoting this figure,
which omits crucial service delivery costs, we are
concerned that the PMNCH risks raising false
expectations about the funding needed for impact.
There are two things we can say with certainty. First,
the current level of aid devoted to MNCH is inadequate,
providing only a fraction of the total resources required
to achieve the child and maternal health MDGs. At the
2010 Muskoka meeting, the G8 and other donors
committed an additional US$7.3 billion to MNCH over
five years, which is insufficient to close the funding gap.
Second, donors are not living up to their promises – in
2010, Africa will receive only about US$12 billion of the
US$25 billion pledged by the G8 at Gleneagles, due
largely to the underperformance of several European
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donors. Scaling up to reach MDGs 4 and 5 means
urgently fixing these shortfalls.
This article is a shortened and updated version of the following
paper: Schäferhoff M, Schrade C,Yamey G (2010). ‘Financing
Maternal and Child Health – What Are the Limitations in
Estimating Donor Flows and Resource Needs?’ ‘PLoS Med’
7(7): e1000305.

Marco Schäferhoff is a Policy Analyst based in the Berlin
‘hub’ of the E2Pi, at the offices of SEEK Development, a
global health and development consulting group. Before joining
E2Pi, he was a research associate and lecturer at the Freie
Universität Berlin. He has published numerous articles on global
health partnerships and international health financing.
Christina Schrade leads the Berlin ‘hub’ of the E2Pi and is
the Director of SEEK Development. Previously, she held
management positions at the Global Fund to Fight AIDS,
Tuberculosis and Malaria and McKinsey & Company.
Christina holds degrees from Harvard University and the
University of Tübingen, Germany.
Dr Gavin Yamey leads the San Francisco ‘hub’ of the E2Pi,
based in the Global Health Group at University of California,
San Francisco (UCSF). His medical training was at the
Universities of Oxford and London, and his medical journalism
training was at the British Medical Journal (BMJ). Before
joining UCSF in 2010, he was an editor at the BMJ, Public
Library of Science Medicine, and PLoS Neglected Tropical
Diseases, and in 2009 he was a Kaiser Family Foundation
Mini-Fellow in Global Health Reporting.
The E2Pi is dedicated to narrowing the gap between evidence
synthesis and practical policy-making, to support informed
decision-making and accelerate progress in global health.Working
in close dialogue with key decision-makers and advocates in
global health, E2Pi conducts independent analysis and synthesis
of evidence to help address critical policy and strategic questions
faced by global health decision makers. Further information is at
http://globalhealthsciences.ucsf.edu/GHG/e2pi.aspx.
Evidence to Policy Initiative (E2Pi)
Global Health Group
50 Beale St, Suite 1200
Box 1224
San Francisco
CA 94105
USA
Tel: +1 (415) 597 4985
Fax: +1 (415) 597 8299
Email: mschäferhoff@seekdevelopment.org
cschrade@seekdevelopment.org
yameyg@globalhealth.ucsf.edu
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Chronic disease mortality
traps and mixed progress
to the health MDGs
David Stuckler, Research Fellow, Sanjay
Basu and Martin McKee, Professor of
European Public Health

ealth investments are not just a public expenditure, but improved public health in turn
significantly boosts economic growth. Healthier societies have lower healthcare costs as well as
larger and more productive labour forces. Historical data show that improvements in child health
and nutrition are crucial to breaking poverty traps and, over the past two decades, growth has been
slowest in countries most affected by HIV and TB epidemics. Some Commonwealth countries have
been falling behind the rest of the world in progress towards the Millennium Development Goal
(MDG) for improving child health and reducing HIV, TB, and malaria, but several individual cases of
success reveal the potential to achieve the Goals if chronic disease ‘mortality traps’ can be overcome.

H

ood health is central to human development.
Recognising health as a basis for increased wealth,
and a goal in its own right, leaders from 189 countries
committed to reducing child deaths by two-thirds and
maternal deaths by three-quarters, as well as to reversing
the spread of HIV, TB, and malaria by 2015, in the
MDGs, agreed to in the year 2000.

G

In spite of more than US$150 billion of aid – more
than the expected cost to reach these goals – progress
indicators in 2005 (the last year for which strictly
comparable data exist) revealed very disappointing
results (see Figure 1). Although progress has been made
since that date, the gap has not closed between healthy
countries and those that are struggling with the

Figure 1. Distance remaining to meeting the health MDGs, by World Bank Region, 2005.

Notes: Distance remaining
calculated as the percentage of
the progress needed to be on target
to reach the MDG goal by 2015 in
the year of the latest available
comparative data in 2005.
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problems, especially since the intervening years have
seen both a food and oil price crisis and a world
financial collapse. Nearly all high-income countries
have met, or surpassed, their health targets, while most
low- and middle-income countries are far behind.
Inadequately controlled HIV and TB, and stagnation or
even increases in infant mortality, especially in subSaharan Africa, have driven rising global inequalities in
health. Unless development strategies change, more than
a century will be required to attain the health MDGs in
some countries at the current pace.
The data on MDG progress can be interrogated to
determine whether some Commonwealth states are outperforming others, and whether there are meaningful
ways to group the nations in terms of progress. With
regard to HIV and TB, Commonwealth countries appear
statistically indistinguishable from other nations after
adjusting for national differences in GDP per capita.
There is, however, a significant problem for
Commonwealth countries in child mortality. Much of
the health gap is a result of African nations experiencing
a substantial rise in infant mortality rates over the past
two decades.
With five years remaining for MDG achievement, and
recent setbacks caused by the financial crisis of
2008/2009, the health MDGs may seem out of reach.
Yet, glimmers of progress show that some countries can
attain these goals, even if their economies are faltering.
How is it that Kenya, for example, is falling behind on
child survival goals, while neighbouring Ethiopia (not a
member of the Commonwealth) is ahead of schedule
with a GDP half as large?
In this review, we investigate what lessons can be
learnt for Commonwealth countries, drawing on our
analysis of data on the health MDGs over the past two
decades. We evaluate the main explanations of slow
progress towards the health MDGs, and discuss
emerging insights into strategies that can accelerate
progress without additional cost. We have updated our
original analysis to evaluate the data to understand why
an adverse effect appears to be slowing progress in
child survival among some states, including a significant
number of Commonwealth members, which is
disproportionate to mortality rates among
neighbouring countries with similar levels of GDP.

Prevailing explanations: poverty traps,
corruption, and weak public health
fundamentals
There are three main arguments for why countries are
falling behind on the health MDGs: poverty traps,
corruption, and a lack of healthcare resources.
Suspect 1. Slow economic growth – the ‘poverty trap’

Gunnar Myrdal, Swedish Nobel Laureate economist,
sociologist and politician, pointed out that “People are
poor because they are sick, and sick because they are
poor”. It is often argued that countries experiencing
poor economic growth will fail to lift populations out of
poverty and, in turn, cannot prevent avoidable deaths. In

Box 1. Economic miracles but social debacles: the
case of Botswana – growth without health
Botswana is noted for its ‘good institutions’ and rapid
growth, far surpassing its neighbours Swaziland and
Lesotho. Diamond mining has driven rising GDP (minerals
account for 36 per cent of GDP and 70-80 per cent of
exports). Botswana is viewed as ‘exceptional’, a model of
how countries can overcome the ‘resource curse’ with
state intervention and democratic policies.
Mineral wealth has not been shared equitably in
Botswana. Over the decade to 2003 the poorest 40 per
cent of the population experienced a fall in income share
from 12 per cent in 1993/1994 to 6 per cent ten years
later. Unemployment rates in 2005 were estimated as high
as 40 per cent.
Pro-rich growth has failed to curb rising HIV and TB
associated with mining activity. While Botswana is
outstanding in growth, it is also exceptional for its very
poor health outcomes, so that its progress towards the
health MDGs is the slowest of any country after making
adjustments for economic growth.

recent years, the poverty trap has worsened, in part
exacerbated by recent rises in commodity prices (both
to producers and food consumers experiencing real
declines in purchasing-power) in the context of the
financial crisis of 2008/2009.
Yet economic growth explains little of why some
countries differ in their progress towards the health
MDGs. Notable examples of how economic growth
itself is insufficient include Botswana and Swaziland,
where economic growth has averaged more than 3 per
cent over the past two decades (more than doubling in
the case of Botswana), but health MDGs are far behind
progress (see Box 1).

It is often argued that countries
experiencing poor economic growth will
fail to lift populations out of poverty and,
in turn, cannot prevent avoidable deaths.

Suspect 2. Corruption and lack of healthcare resources

The next candidate for failure to make progress is
corruption. By its very nature, corruption is difficult
to observe. For it to be a compelling explanation for
slow progress, however, corruption would have to exert
a corrosive influence beyond its negative effects on
economic growth, given the data above regarding
growth’s impact on health MDG achievement. The most
plausible account is that corrupt officials siphon money
away from the health system, leaving it bereft of
resources or extremely inefficient. Such corruption can
be understood as a type of competing demand on
the public purse or additional tax (‘privatising the
public’s wealth’).
Washington D.C., USA, 7-8 October 2010
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Recent evidence from international aid studies reveals
that leading financial institutions, particularly the World
Bank and International Monetary Fund (IMF), are
advising that aid be diverted to reserves rather than spent
on higher government budgets, in order to smooth aid
inflows and facilitate long-term planning while reducing
‘dependency’ on higher government expenditures or
services (and facilitating privatisation). When countries
borrow from the IMF, on average less than US$0.01 of
aid for health is added to the public health budget;
the rest either displaces existing public spending
or is diverted to military or other expenditures.
Unfortunately, this financial recommendation from
international lenders deprives the health sector of new
resources that could immediately be used to combat
disease and build stronger health systems.

Emerging understandings: mortality
traps and resource flight
Suspect 3. Weak health system fundamentals

Over the long term, inflows of aid provide little help if a
country fails to build a functioning health system to
allocate resources and distribute healthcare and public
health services to the population. Public health
infrastructure is a precondition for tackling public health
problems, particularly those involving externalities that
markets fail to solve without state intervention (e.g.,
diseases that prevail among the poor, such as infections
or diseases secondary to poor nutrition or environmental
exposures).

Public health infrastructure is a precondition
for tackling public health problems, particularly
those involving externalities that markets fail
to solve without state intervention.
Unsurprisingly, analysis of existing data shows that,
globally, public, rather than private, health spending is
more strongly associated with national progress towards
the health MDGs. Public spending, dollar-for-dollar, has
a greater effect on expanding access to healthcare (birth
attendance, antiretroviral provision, immunisations, TB
treatment success rates) and outcomes (life expectancy at
birth, child mortality, and maternal mortality). Public
spending appears both more equitable and efficient,
reflecting market failures in provision of those services
that are of most benefit to the poor.
An investigation of the data reveals that
Commonwealth countries appear no different from
others in their public/private balance of spending on
health or their healthcare infrastructure. After
considering the importance of these factors in progress
to the health MDGs, there remains a significant problem
with infant mortality rates in some Commonwealth
countries. Something else must be driving the effect in
poor child survival.
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Suspect 4. ‘Mortality traps’ of chronic disease

The final emerging understanding is that countries are
trapped in cycles of deprivation and illness due to coexisting epidemics. The spread of HIV is one of the
main reasons why tuberculosis has resurged throughout
sub-Saharan Africa, because HIV impairs the immune
system and facilitates rapid reactivation of latent
tuberculosis organisms. There are also multiple pathways
by which higher adult HIV prevalence might increase
child mortality (beyond the obvious mother to child
transmission), estimated to account for a significant
fraction of deaths in sub-Saharan Africa. These include
direct effects on the welfare of children (reduced
earning capacity of parents, cost of treatment,
impoverishment of orphans) and indirect mechanisms
involving depletion of resources (illness and death of
health workers and teachers, diversion of resources from
child healthcare).
In recent years, attention has turned to the
contributions made by long-term non-communicable
diseases (NCDs) to the overall burden of disease in poor
countries. These include cardiovascular disorders, chronic
obstructive pulmonary disease, diabetes, and common
cancers, as well as disabling mental illness and injuries. It
is increasingly clear that the greatest burden of NCDs is
among the poor. Their plight is not solely the
consequence of ageing populations, as is sometimes
argued. Instead, traditional diets are giving way to
cheaper, unhealthy alternatives (the so-called ‘nutrition
transition’).
As with HIV/AIDS, NCDs and their risk factors can
impact adversely on attainment of the health MDGs. In
some cases this is due to the biological consequences of
NCDs and their risk factors. For example, in the case
of TB, the World Health Organization notes that “Risk
factors that seem to be of importance at the population
level include poor living and working conditions
associated with high risk of TB transmission, and factors
that impair the host’s defence against TB infection and
disease, such as HIV infection, malnutrition, smoking,
diabetes, alcohol abuse, and indoor air pollution”.
Although the increased relative risk of tuberculosis
associated with smoking and diabetes is less than for
HIV infection, in some populations the higher
prevalence of these factors leads to a greater population
attributable risk (in other words, they explain a greater
share of the disease burden). A recent study by Dye and
colleagues in India estimated that diabetes accounts for
20 per cent of smear-positive TB incidence, with the
higher prevalence of diabetes in urban areas explaining
one-fifth of the gap in smear-positive disease between
urban and rural areas; other studies in Latin America
have attributed as much as one-quarter of pulmonary
TB incidence to diabetes and, in India, over half of TB
mortality to tobacco.
Once chronic disease measures, including HIV
prevalence and age-standardised chronic NCD
communicable disease mortality rates, are included as
explanatory variables in statistical models of the

Millennium Development Goals

Notes: Results presented from four statistical models.
Figure 2. Testing potential explanations of the adverse effect on child survival, 124 countries in the year 2005.

determinants of progress to child survival targets, the
effect of slower child mortality progress falls from 39 per
cent to about 10 per cent (see Figure 2). This evidence
indicates that underlying chronic disease epidemics are
one critical reason why some Commonwealth countries
are falling behind on expected progress, as they act as a
‘mortality trap’, placing households at generational risk
of poverty and illness.

While there is pressure to reduce
budget support for HIV-related aid, our
analysis suggests the human and economic
costs of such an approach could
vastly outweigh the benefits.

While there is evidence that the crisis will increase risks
to health, empirical analysis reveals that its consequences
crucially depend on whether government leaders
disinvest in public health and social protections. In times
of budgetary constraint it is crucial to allocate resources
most efficiently to addressing the common, chronic
causes of death and disability. In view of the strong
evidence about health’s contribution to economic
growth, such an approach could form a vital component
of packages to stimulate economic recovery.

The analysis quoted in this article is based on Stuckler, D, S
Basu, and M McKee, ‘Drivers of inequality in Millennium
Development Goal progress.’ PLoS Medicine v7(3). Available at:
http://www.plosmedicine.org/article/info%3Adoi%2F10.1371
%2Fjournal.pmed.1000241

Breaking the cycle: a sustained response
to chronic disease
In summary, some countries, including a significant
number in the Commonwealth, are falling behind on
progress towards the health MDGs, mainly due to HIV.
While there is pressure to reduce budget support for
HIV-related aid, our analysis suggests the human and
economic costs of such an approach could vastly
outweigh the benefits, with consequences for not just
HIV, but also child survival and the spread of TB. There is
growing recognition that high burdens of co-existing
chronic disease epidemics, including HIV and NCDs
such as heart disease, lung cancer and diabetes, are
undermining progress to health MDGs. Our empirical
analysis reveals that neither economic growth nor
development aid is sufficient to guarantee success towards
the health MDGs.
The recent financial crisis, and resulting period of
austerity, has led commentators to suggest the MDGs
will be out of reach in some Commonwealth countries.

David Stuckler works in the Department of Sociology, Oxford
University, and the Department of Public Health and Policy,
London School of Hygiene and Tropical Medicine.
Sanjay Basu works in the Department of Medicine, University
of California San Francisco, and the Division of General
Internal Medicine at San Francisco General Hospital.
Martin McKee works in the Department of Public Health and
Policy, London School of Hygiene and Tropical Medicine.
Email: David Stuckler – david.stuckler@aya.yale.edu
Sanjay Basu – sanjay.basu@ucsf.edu
Martin McKee – martin.mckee@lshtm.ac.uk
Washington D.C., USA, 7-8 October 2010
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Back to school?
The compelling
case for investment
in education

Alex Kent
Campaigns and Communications
Co-ordinator, Global Campaign
for Education (GCE)

ducation is the key to development and beating poverty. Good quality free education can deliver
almost immeasurable positive results for wider society, helping to shape citizens who are healthier,
more productive, and active within their communities. Education will give us tomorrow’s doctors,
nurses, teachers and leaders – but also healthy mothers, responsible fathers and engaged citizens. Still,
five years away from the Millennium Development Goals deadline, and despite countless warm words
from leaders right across the world Education for All remains a difficult goal to reach.

E

CE’s latest report Back to School?, launched at the
UN MDG summit, illustrates the situation for
education around the world today; it highlights the
compelling case for investment in education, as well as
shining a spotlight on national commitments of investing
and prioritizing education.

G

The reality of slipping grades on education
Of the 72 million children currently out of school, the
majority are girls. In sub-Saharan Africa, no country
sends more than 50 per cent of its girls to secondary
school. In Yemen, boys in rich urban areas average 10
years in education, in comparison to poor rural girls,
who spend an average of just one year in school. And
the reality is that girls not only miss out on education,
but their lives have extra burdens – early forced
marriage, care for family members, poorer health
facilities and child labour, to name a few.
When children do make it to school, many are forced
to try and learn in enormous classes, taught by untrained
teachers. Many children are going to school hungry,
further undermining their ability to learn. Small wonder
then that our research shows that in sub-Saharan Africa,
48 per cent of children do not complete primary school.
Adult illiteracy also remains a major stain on the
world’s efforts to end poverty: 776 million adults, the
majority of them women, are unable to read and write.
Some of the highest illiteracy rates exist is Africa; over
70 per cent of the population in Chad, Somalia, Sierra
Leone and Niger are illiterate.
And the situation is in danger of getting worse.
Recent education gains were made possible in the last
ten years through a combination of government efforts,
aid and debt cancellation. A resulting 40 million more

children entered school gates. However, the deepening
pressure from economic downturn is now threatening
global progress in the education sector. An estimated
US$4.6 billion per year is set to be lost to education
budgets in sub-Saharan Africa – resulting in a 13 per
cent reduction of the resources devoted to each primary
school pupil.
Furthermore, the economic shocks have had a direct
impact on enrolment in poor countries, due to a
combination of increased child labour and the
deteriorating quality of education, as teachers themselves
are forced to take second jobs to support their families.
UNESCO’s latest Global Monitoring Report points to
growing unemployment, loss of remittances and
household hunger as reasons for families withdrawing
their children from school. Girls and women, and very
poor families, are especially vulnerable to these effects.

Education beats poverty
Education, however, remains one of the best investments
to make to foster economic growth – and it is more vital
than ever to ensure that education is a top political
priority, especially in developing countries. A recently
completed study from 50 countries established that
every extra year of schooling provided to the whole
population increases average annual GDP growth by
0.37 per cent.
The crisis in education should be a major cause of
concern to global leaders and a priority for action in
2010. Not only does education have a huge effect on the
national and global economy, but the lack of it has
serious implications for the chances of achieving other
development goals, health, wellbeing and a secure future
free of conflict.
Washington D.C., USA, 7-8 October 2010
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Educating girls enhances potential and saves lives
• A child whose mother can’t read or write is 50 per cent
more likely to die before the age of five and twice as likely
to suffer from malnutrition than children born to mothers
who completed primary school. Educated mothers are 50
per cent more likely to immunise their children.
• A girl in Africa who receives an education is three times
less likely to contract HIV/AIDS. If every girl and boy
received a primary education, 7 million cases of
HIV/AIDS could be prevented in a decade.
• Women with six or more years of education are more likely
to seek prenatal care, assisted childbirth, and postnatal care,
reducing the risk of maternal and child mortality and illness.

National leaders and laggards on
investing in education
There is actually strong consensus among experts about
what works to get children into school and keep them
there. And GCE’s Back to School? global report ranks
governments on some of the measures they can take –
many of them at relatively low cost – to deliver on the
Education for All goals.
Despite the widespread agreement that low-income
countries with large education challenges need to spend
at least 20 per cent of budgets on education, a total of 28
countries in GCE’s analysis fall far short of allocating this
amount.
Other good policy measures are eliminating the
burden of fees, investing in school meals and ensuring a
supply of qualified, motivated teachers. Many of the
poorest countries are being forced to meet the demand
on education by employing unqualified teachers: in
countries in Asia, Africa and Latin America more than
50 per cent of the population are taught by unqualified
teachers.
Another benchmark that GCE ranks countries’ progress
against is the commitment to fee-free education. In
several countries where there is a legal right to education,
parents are still being forced to pay informal fees or
contribute to teachers’ pay.
GCE has also reported on the rich world on its efforts
to live up to the global compact agreed ten years ago,
that “no country with a serious plan for the achievement
of Education for All should be thwarted in this ambition
for lack of resources”. It shows that most rich country
governments have failed to fill the global financing gap
for education. Moreover, the international institutions,
far from mitigating this situation, are too often
contributing to the hardship.
Aid across the board has remained much lower than
is needed to tackle development. The UN agreed
amount that rich countries should give to Official
Development Assistance (ODA) of 0.7 per cent of
Gross National Income (GNI) is currently being met
by only five countries.
The estimated external financing needs of poor
countries to provide Education for All amount to
US$16 billion, and the report rates OECD countries’
efforts to provide their fair share of this amount
64
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(calculating their proportion of the $16 billion
dependent on their varying GNI). Norway is currently
in first place, donating 130 per cent of their fair share,
and at the other end is the USA, donating only 16 per
cent of their portion. The world’s richest – the
G8 countries – perform particularly badly, accounting
for 87 per cent of the global financing shortfall in
making education for everyone achievable.
Aid has the best impact when it is co-ordinated
behind government plans and priorities, and the Fast
Track Initiative (FTI) was established in 2002 to do
exactly that. While 35 countries currently receive funds
from FTI, the initiative remains in dire need of
replenishment to meet these countries’ ongoing
financing needs, as well as reach out to a further 16 lowincome countries. While Ireland has led the way, with
the Netherlands, Spain and the United Kingdom all
giving well above their fair share of contributions to the
FTI, many countries score very poorly on this indicator.
Canada, New Zealand and the USA are bottom of the
class, with none of them having recently contributed to
the FTI pooled funding.
Globally, far more aid for basic education goes to
middle-income countries without significant education
challenges, neglecting countries that are struggling the
most. This is a result of many donors allocating aid
because of political, cultural, historical, and military
factors. When it comes to giving aid to the poorest
countries, Spain and Germany are particularly poor
performers, with only 20 per cent and 24 per cent of
their respective aid budgets going to the countries that
are most in need. Likewise, few donors focus their aid on
countries where girls fare much worse than boys. While
Denmark manages to give 70 per cent of their aid to
countries where girls are most excluded from education,
Portugal gives none of its aid to these countries.
The report also ranks countries on the quality of the
aid that is given – the spend on education assets,
teachers, books and schools – as opposed to expensive
consultancies or overpriced goods and services in the
donating country. While the Netherlands, Norway,
United Kingdom, Switzerland and Ireland lead the way,
Greece and Germany provide very little budget support,
giving huge amounts to technical assistance and foreign
consultants.
Education boots economic growth
• The cost of failing to provide a good quality education
for all children in poor countries could be as much as
US$70 billion a year, due to lost economic growth.
• No country has ever achieved continuous and rapid
economic growth without first having at least 40 per
cent of adults able to read and write.
• An adult who has completed primary education is likely
to earn 50 per cent more than an adult who has never
been to school.
• A single year of primary school increases the wages
people earn later in life by 5-15 per cent for boys and
even more for girls.
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Figure 1. Fair shares of the financing gap? Committed funds of
G8 countries (%).

Valiant efforts coming to nothing
The rank failure of the rich world to live up to their
part of the EFA bargain leaves a number of countries
making valiant efforts to overcome huge education
challenges, desperately short of the funds needed to
make progress. Fifteen countries in Africa and Asia
facing huge education deficits are already spending at
or near the recommended 20 per cent of budgets on
education. Many of them have abolished fees and made
additional efforts to bring children to school. Now
squeezed by the economic crisis, they will be unable to
make further progress and may see their gains roll back
unless donors step up to the mark.
The evidence is clear. Education for All is possible,
with massive reinvigoration at national level, and with
innovative and co-ordinated investment. However, at
current rates of progress and priorities, recent gains stand
to be washed away. In order to put this to rights GCE has
these formulated the following basic recommendations.

education should double from US$4 billion to $8
billion immediately, and increase incrementally up to
2014.
2. Make aid available for the core running costs of
education – teachers, books and schools – and end the
deceptive practice of reporting imputed student costs
and aid to overseas territories into the global total.
3. Back global plans and initiatives to ensure resources
and results:
• At the G20, agree a global financial transaction tax of
at least $400 billion per year, with $100 billion of
this for development aid, including education.
• Back a reformed Education for All Fast Track
Initiative and ensure that its replenishment target of
$2 billion for 2010 is met immediately.
• Explore other innovative approaches to raising and
disbursing funds for education.
4. Target aid to countries facing the greatest challenges,
including those suffering war and conflict, and where
girls are most severely disadvantaged.
5. Require the IMF and World Bank to pursue ‘proeducation’ policies:
• The World Bank should agree a matched funding
formula for assisting FTI-endorsed countries,
blending its resources with FTI grants under a single
stream, in the form of grants rather than loans.
• The IMF should relax macroeconomic conditions
such as low inflation and deficit targets to allow for
counter-cyclical investment in education up to 2015.

Alex Kent is the Campaigns & Communications Coordinator
for the Global Campaign for Education. She has taught in the
UK and South Africa, and has an MA in International
Development and Education from the Institute of Education,
University of London. Alex worked for Comic Relief before
moving to GCE’s international secretariat in Johannesburg. Since
then Alex has worked on GCE’s major campaigns, including
Global Action Week, and activities at the G8 and UN Summits.

Poor countries should –

1. Be vocal and passionate advocates of investment in
education on the global stage
2. Put 20 per cent of their budgets into education, half
for primary schooling
3. End fees and charges that prevent families sending
children to school
4. Help girls and marginalised groups into school, with
special programmes such as school meals and stipends
5. Train and recruit all the teachers needed to achieve
Education for All, and ensure appropriate assessment
of learning outcomes.
Rich countries should –

1. Prepare a step-up plan for reaching their fair share of
the funding needed for Education for All. Aid to basic

The Global Campaign for Education (GCE) is a civil society
movement that aims to end the global education crisis. Together
we hold governments to account for their promises repeatedly
made to provide Education for All. The GCE’s mission is to
make sure that governments act now to deliver the right of every
girl, boy, woman and man to a free quality public education.
Global Campaign for Education
P O Box 521733
Saxonwold
Johannesburg 2132
South Africa
Tel: +27 (0)11 447 4111
Fax: +27 (0)11 447 4138
Email: alex@campaignforeducation.org
Website: www.campaignforeducation.org
Washington D.C., USA, 7-8 October 2010
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Hunger,
malnutrition
and the 2007/08
food price spike

Steve Wiggins and Sharada Keats
Agricultural Economists, Overseas
Development Institute (ODI)

he food price spike three years ago pushed the already large numbers of hungry people in the
world to over one billion. The very sharp price rises were caused by a rare combination of
factors. In the medium term, however, it is expected that staples prices will be higher than they were
in the early 2000s, when they reached historic lows. Can international markets be tamed to avoid
price spikes? Neither easily nor economically. More important is the need to reduce chronic hunger
that affects, even before the spike, more than 800 million people. They are hungry owing to poverty,
and in the case of malnourished children, to poor health as well. Much could be done to reduce
poverty and improve child health if the political will and resources are granted. This article sets out
the causes of the price spike, the prospects for food prices in the medium term, and considers policy
options for avoiding future price spikes – and, above all, for combating hunger and malnutrition.

T

n 2007/8, the dramatic spike in food prices shocked a
world that had begun to take food supplies, at ever
lower real prices, for granted. It focused attention on
longstanding problems of hunger and malnutrition as
gains made slowly were quickly reversed by rising
cereals prices.
In 2007/08 cereals prices soared to levels not seen for
more than 30 years, sparking riots across the world. The
spike resulted from several factors over different periods,
coming together to create a ‘perfect storm’. Over the
medium term, growth in cereals production had slowed
since the mid-1980s. Use outstripped supply in the first
few marketing years of this century, contributing to
declines in stocks of cereals, which were already low
owing to reductions in public stocks held by the US and
in Europe, among others. Oil prices were also rising,
raising costs of food production and transport. Higher
oil prices also made biofuels distilled from maize
economically attractive, so that after 2003 US production
of ethanol increased sharply – also pushed up by public
mandates and subsidies.
US dollar depreciation against other major currencies
contributed, as some importers could afford to bid more for
cereals in dollar prices. Conditions in the world economy
conspired, with rapid economic growth increasing demand
for most commodities, together with expanding money
supply driving inflation across commodities.
Against this background, short-run events triggered
further increases of food prices. Poor wheat harvests in
Australia and Ukraine lowered world wheat production
by 4 per cent from 2004/05 to 2006/07. The 2005 US
Energy Act gave more impetus to US production of

I

ethanol: by 2007 over 30 per cent of the US maize crop
was distilled.
Once prices started to rise rapidly in 2007, alarm
spread among governments, traders and consumers.
Import tariff reductions allowed some consumers to
maintain consumption when they might otherwise have
been discouraged or switched staples. Export bans and
other restrictions were applied to wheat by Argentina,
Kazakhstan, Russia and Ukraine; but with even greater
impact in the rice market where first India, then
Vietnam and Egypt banned most of their exports,
leading to panic as importing countries scrambled to
buy rice in the teeth of a tight market, and consumers
and traders stockpiled fearing the disappearance of rice
from markets.

Higher oil prices made biofuels distilled
from maize economically attractive.

Some controversy surrounds the impact of major
investments by index funds in agricultural futures
markets in the US in the lead up to the price spike.
Although the evidence is not completely conclusive, it is
not clear that this played a major role in driving up prices
– after all, the largest price rise seen was for rice, a crop for
which there is barely a futures market at all. The factors
mentioned above were quite enough to cause the rises
seen without resorting to arguments about speculation.
Washington D.C., USA, 7-8 October 2010
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Sources: FAO ESC for grain prices, US Energy Information Administration for oil price. Note: Prices are nominal. Rice = Thai 100% B,
Wheat = US Hard Red Winter, Maize = US #2, Oil = Europe Brent Spot Price.
Figure 1. Cereals and oil prices, January 2005 to September 2010.

The aftermath
Prices came down again rapidly in the second half of
2008, above all for maize and wheat, as farmer response
to higher prices proved strong. Rice prices fell less,
possibly reflecting re-stocking in a relatively thin market.
Although good harvests in 2008 and 2009 allowed
some rebuilding of stocks, traders and governments
remained nervous, worried a new spike might appear.
When production estimates in July 2010 showed how
hard drought had hit the Black Sea region wheat
harvest, wheat prices began to rise (see Figure 1).
Russia’s announcement of an export ban in early August
2010 gave extra impetus, pushing up futures prices
by US$55 tonne in three days of trading after the
announcement – see Figure 2.
Spot prices for wheat too climbed and continued to
do so into September: from the last week of July to the
10th of September, the price of US Hard Red Winter
wheat climbed by 68 per cent. The price for US maize
also increased 27 per cent over this period.
Figure 2. Wheat futures, May-Sep 2010 (US$ per bushel).

While the 2010 rise is worrying, most analysts do not
expect a repeat of the rises seen in 2007/08, when the
wheat price climbed 160 per cent in nine months. Even
with some disappointing harvests, 2010 is expected to
see one of the largest cereals harvests ever worldwide.

Russia’s announcement of an
export ban in early August 2010
gave extra impetus, pushing up
futures prices by US$55/tonne
in three days of trading.

Medium-term prospects for cereals
markets
In the medium term, food prices are expected to rise, by
20 to 40 per cent over the historic lows of 2000–2002.
Three factors are very likely to put pressure on cereals
markets in the medium term:
• Higher oil prices, if and when peak oil production is
reached, will push up transport rates and costs of
production – e.g. nitrogenous fertiliser or diesel fuel
for farm machinery. Complying with biofuels
mandates in the US and EU will also tend to raise
cereal prices.

Source: BBC Market Data.

• Water scarcity, particularly in areas where copious
use of water for irrigation conflicts with rising
demands from industry and human use in fastgrowing
and urbanising economies.
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• Climate change, expected to lead to altered rainfall
belts and temperatures, loss of some valuable coastal
lands to incursions by high tides, changed incidence of
pests and diseases, and perhaps most damaging, to more
frequent extreme weather.
The Commonwealth Finance Ministers Meeting 2010
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Indeed, some are alarmed over the medium term
prospects. Professor Sir John Beddington, chief scientific
advisor to the UK government, warns that that by 2030
severe scarcity of food, fuel, and water could arise,
causing mass migration and conflict – unless measures
are taken to produce more food, save water and shift
away from dependence on fossil fuels.

Food security
Even before the food crisis, progress to achieve the first
Millennium Development Goal (MDG) of halving 1990
levels of poverty and hunger by 2015 was not good
enough. In 2006 an estimated 854 million people were
living with hunger (13 per cent of the population),
compared with 823 million in 1990 (17 per cent of the
population). According to UNICEF 24 per cent of the
world’s children under five (148 million children) were
underweight for their age in 2007, against 26.5 per cent
(164 million) in 1990. WHO estimated even more – 35
per cent of the under-five population or 214 million
children – were stunted (low height for age) in 2008.
On top of this, around 2 billion people suffer from
deficiencies of minerals such as iron, iodine and zinc, and
of vitamins such as vitamin A.

When cereals prices were at their
historic low point in the early 2000s,
there were still around 800 million
undernourished in the world.
Directly after the food crisis, the UN Food and
Agriculture Organization (FAO) estimates of chronically
hungry people rose to 1.02 billion (15 per cent of the
world population), while the World Bank estimated an
extra 105 to 155 million more people had probably
fallen into poverty. Detailed field evidence broadly
supports these estimates. Field surveys suggest that most
of the overall increase in poverty came from the
deepening poverty of those already poor. Many of these
people are in rural areas, and precious few are covered by
social protection.
While estimates of chronic hunger for 2010 have
decreased to 925 million (13 per cent of the world
population), this still shows zero progress on reducing
relative incidence in the last four years.

Policy implications and challenges
When international food prices rise suddenly, poor
people suffer. Are there then ways of avoiding a repeat
of the 2007/08 price spike? It is tempting to demand
that more public stocks be kept to deal with any
unforeseeable future harvest failures. But public stocks
are costly, getting international agreement on how they
would be used would be difficult, and their existence
can lead to market uncertainty as traders try to guess the
decisions of stock managers. Countries agreeing not to

restrict exports when spikes threaten might help, but it is
difficult to imagine that exporters would comply when
domestic prices are rising.
Much less costly would be to try and get more
information on stocks, and to allow private traders to
manage stocks more effectively. An intriguing possibility
concerns cereals used to feed livestock and to produce
biofuels: could cereals for such use not be diverted
exclusively to feed people when price spikes threaten –
rather in the way that irrigation water in some countries
is switched to human use when supplies are low? That
may be less costly than holding larger stocks.
While lower and more stable cereals prices would help
cure hunger, they would not solve the problem: after all,
when cereals prices were at their historic low point in
the early 2000s, there were still around 800 million
undernourished in the world. For these unfortunate
people, the problem was, and is, not that of food
availability: rather it is their poverty that prevents them
from getting access to it. Their often malnourished
children also often owe their condition as much to ill
health as to lack of food. Hence there remains the need
to reduce poverty, to improve access to clean water,
sanitation, and primary healthcare: crucial elements in
reducing hunger and malnutrition. These all form part of
the MDGs which leaders the world over have agreed to
achieve. Much of what needs to be done is fairly
straightforward; what is then needed is the will and
leadership to devote enough resources to eradicate the
longstanding scourge of hunger.

Steve Wiggins and Sharada Keats are agricultural economists
at ODI.They have been studying causes, impacts, responses, and
implications of the global food crisis since 2008.
The ODI is Britain’s leading independent think-tank on
international development and humanitarian issues. It seeks is to
inspire and inform policy and practice that lead to the reduction of
poverty, the alleviation of suffering and the achievement of
sustainable livelihoods in developing countries.This is achieved by
locking together high quality applied research, practical policy
advice and policy-focused dissemination and debate. ODI works
with partners in the public and private sectors, in both developing
and developed countries.
Overseas Development Institute
111 Westminster Bridge Road
London SE1 7JD
UK
Tel: +44 (0)20 7922 0300
Fax: +44 (0)20 7922 0399
Emails: s.wiggins@odi.org.uk
s.keats@odi.org.uk
Website: www.odi.org.uk
Washington D.C., USA, 7-8 October 2010
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The road from poverty
to prosperity: creating
vibrant rural economies,
marketplaces
and societies

Kanayo F Nwanze
President,
International Fund for
Agricultural Development (IFAD)

he hike in food prices in 2007-2008 awakened the world to the urgent need for food security
and agricultural development. The effects of the higher prices reverberated around the world,
but nowhere were they felt more keenly than in low-income, food-deficit countries with meagre
stocks. In all, another 100 million men, women and children joined the ranks of the world’s hungry.
Today, with close to one billion people still going hungry every day and a global population set to
exceed 9 billion by 2050, the issue of producing enough food for all remains as pressing as ever.

T
T

o meet growing demand, global food production
will have to increase by 70 per cent by 2050;
production in developing countries will have to almost
double. So far, rich countries and large-scale commercial
farms have been able to keep up with the needs of
the market, but it is imperative that smallholders in
developing countries also play an effective role if we are
to have a world without poverty and hunger.
Despite massive progress in reducing poverty in some
parts of the world – notably in East Asia – in recent
decades, there are still about 1.4 billion people living
on less than US$1.25 a day. More than two-thirds of
these extremely poor people live in the rural areas of
developing countries.

Numerous studies show that GDP growth generated
by agriculture is at least twice as effective in reducing
poverty as growth in other sectors. And experience
repeatedly shows – in China, Thailand, Vietnam,
India, Ghana, Burkina Faso and elsewhere – that
smallholders can lead agr icultural growth. In
recognition of the power of agriculture to improve
developing country economies, and in recognition of
the need to grow more food, G8 leaders pledged
US$20 billion towards food programmes and
sustainable agricultural development at the L’Aquila
summit last year. I hope that agricultural development
will also be a pr ior ity issue at Commonwealth
meetings in the months ahead.

The Hunga community in Tonga
The village of Hunga in Tonga sits high on a hill above the harbour. For thirty years, the people of Hunga struggled to get their
goods to the wharf in order to bring them to market. The wharf is only one kilometre from the village, but the walk to and from the
wharf, on steep, unpaved paths, was difficult.
Local community members realised that a paved road was essential to their economic and social well-being. With assistance from an
IFAD-supported programme, they worked out a creative way of fund-raising, using information and communication technologies.
In a community where the average income is about US$58 per month, community members raised US$100,000 from their own
funds and from relatives living abroad. A young person in Hunga set up a social networking website for the Hunga community to
help keep overseas families and friends up to date on developments. The road project was posted on the site, along with a
‘barometer’ of the money collected. Then they looked for outside help and managed to convince the Government of India to fund
the completion of the road.
The village now has a new road leading to the wharf. Life is not only easier for the villagers, but they are able to explore more
opportunities to improve their lives.
“Sustainability is our main focus,” says Soane Patolo, National Programme Co-ordinator of the MORDI programme in Tonga. “In
this case, it really was a community organising themselves.”
The success of the road project inspired the people of Hunga to tackle another long-term problem – access to drinking water. They
are now working collectively to raise funds to fix their community water tanks.

Washington D.C., USA, 7-8 October 2010
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Small farms have tremendous potential to eliminate
poverty and improve nutrition. They are often more
productive, per hectare, than large farms, when their
agro-ecological conditions and access to technology are
similar. Smallholder farmers have a strong incentive to get
the most from their land and their own labour. Indeed,
there is ample research to show that there are few
economies of scale in the production end of farming.
Family farms have very low management costs and are
labour intensive, while large farms are either heavily
mechanised – offering few employment opportunities –
or have high costs for managing the workforce.

In Rwanda, the economic security
of 5,000 households – half of which were
headed by women – improved when the
land of state-owned tea plantations
was privatised and redistributed

From subsistence to the marketplace
Poor rural people do not benefit in the long run when
they are treated paternalistically and given handouts.
What they need is for rich and poor countries alike to
invest in and support the poorest smallholders, creating
the conditions to bring them out of subsistence and into
the marketplace.
For example, access to basic technology can make a
huge difference in farmers’ lives. In Zambia, the Zambia
National Farmers Union worked with IFAD to
introduce an SMS market service to give farmers up-to
date market prices, along with the names of buyers, for
14 major commodities. The farmers, especially in remote
rural areas, are now able to get higher prices for their
produce because their transaction costs are lower, and
they are less dependent on middlemen. Farmers are also
benefiting from economies of scale by bulking their
produce for sale. The project has been very successful.

A dynamic rural sector will generate
local demand for locally produced
goods and services. This, in turn, will
spur sustainable non-farm employment
in services, agro-processing and
small-scale manufacturing.
It is also crucial for smallholders to have secure access
to land. In Rwanda, the economic security of 5,000
households – half of which were headed by women –
improved when the land of state-owned tea plantations
was privatised and redistributed to the tea farmers.
As a result, investment in the land has increased. A
partnership with private investors built a nearby tea
factory, providing better market access for 2,600 of
72
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these households. A second tea factory, currently under
construction, will improve market access for the other
households.
To realise their potential, smallholders also need access to
financial services to pay for seeds, tools and fertiliser. They
need the protection of weather insurance. They also need
secure access to water, and roads and transport to get their
products to market. And they need agricultural research and
technology to improve their resilience to rapid economic
and environmental changes. These are all things that
national governments, with the support of the international
community, should put into place for small farmers.

A dynamic rural sector
Creating the conditions for poor rural people to develop
profitable businesses, and fostering their entrepreneurial
spirit, will help establish a vibrant rural sector across the
Storage and credit in Tanzania
When farmers have secure access to credit and reliable
storage facilities for their grain, it gives them the option to
sell when they can get the best price. This means that
when food prices are volatile, smallholder farmers stand
to benefit, not to lose. The warehouse receipt system,
introduced through the IFAD-supported Agricultural
Marketing Systems Development Programme in Tanzania,
is now being mainstreamed by the government
throughout the country.
Maimuna Omary Ikanga is a farmer in the Babati district
of the United Republic of Tanzania. For years she had to
sell her maize, peas, beans and sunflowers immediately
after harvest because she had no place to store them.
Crop prices usually drop drastically during the harvest
season, so Maimuna’s financial gains from her harvest
were small. Now, thanks to the introduction of a
warehouse receipt system, she can store her products in a
warehouse. With the receipt she receives, she can use her
stored goods as collateral to get credit at reasonable
interest rates. When prices go up, sometimes doubling or
tripling after three to six months, she can then sell her
products, making a bigger profit.
The warehouse receipt system, introduced in 12 districts
through two IFAD-supported programmes, solved two
problems for smallholders in the district: a shortage of
storage facilities and the difficulty of obtaining credit.
Farmers participating in the programme have reported
income increases of up to 100 per cent.
By creating savings and credit co-operatives, formed by
local communities, poor rural people have been able to
get much-needed credit at reasonable rates. When the
harvesting season begins, managers of the co-operatives
submit a loan application to the bank. The warehouse
manager issues a receipt to the farmer when the produce
has been deposited in the warehouse. The farmer can use
this receipt to obtain a loan from the co-operative of up to
70 per cent of the value of the deposited stock.
The warehouse receipt system has had an immediate and
positive effect on farmers’ incomes, and more and more
farmers have been using it. As a result, the co-operatives
have been able to obtain bigger loans on more favourable
terms. The system, which has reached thousands of
farmers, has been so successful that the Tanzania
government has asked IFAD to expand it across the
country in a new development programme.

Millennium Development Goals

value chain. A dynamic rural sector will generate local
demand for locally produced goods and services. This, in
turn, will spur sustainable non-farm employment in
services, agro-processing and small-scale manufacturing.
With better access to higher quality food in childhood,
young people will have a better chance of reaching their
full physical, mental and social potential, and will be
better able to contribute to their societies. And with a
greater range of rural employment options, young people
will have an incentive to become the farmers of
tomorrow instead of abandoning their communities – as
they do now – to look for work in the cities.

Re-asserting development commitments
At a time when many governments are faced with tight
budgets, it may seem prudent to cut back on investments
in sectors such as agriculture and development. This
would be short-sighted, leading to greater world food
insecurity, unrest, and slower economic growth.
By following through on commitments to agricultural
development, and assisting those countries that are
taking steps to help develop themselves, we will be
clearing the path for millions of rural people to move
from poverty to prosperity.

Kanayo F Nwanze of Nigeria became International Fund for
Agricultural Development’s (IFAD) fifth President in 2009.
From 2007 to 2009, Nwanze served as IFAD’s Vice-President.
Before that, he was Director-General of the Africa Rice Center for
a decade. He has held senior positions at various research centres
affiliated with the Consultative Group on International
Agricultural Research (CGIAR) in Africa and Asia.
The IFAD is an ‘international financial institution and a
specialized United Nations agency’. It works with poor rural
people to enable them to grow and sell more food, increase their
incomes and determine the direction of their own lives. Since
1978, IFAD has invested over US$12 billion in grants and
low-interest loans to developing countries, empowering more than
360 million people to break out of poverty.
International Fund for Agricultural Development
Via Paolo di Dono, 44
00142 Rome
Italy
Tel: +39 065 4591
Fax: +39 065 043463
Email: ifad@ifad.org
Website: www.ifad.org
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Expanding financial
literacy: the
Commonwealth
Secretariat’s initiatives

Cheryl Bruce
Economic Adviser,
the Commonwealth
Secretariat

he need to expand delivery of programmes in financial literacy among developing countries is
gaining greater importance. The Commonwealth Secretariat is working with member countries
to incorporate such programmes in the wider community. Globalisation and advances in technology
such as the internet and mobile telephony have effectively expanded the reach of both international
and domestic financial operations and allowed a growing number of individuals to access a wider
range of financial services. These factors, together with the increasing complexity of financial
products, pose a daunting challenge to consumers and underpin the need for enhanced delivery of
financial education.

T

aradoxically, while financial markets are expanding
at a rapid rate, measures to enhance consumer
protection and financial education continue to lag
significantly behind the strength of efforts in developed
countries. In general, the latter tend to have more
widespread financial literacy programmes in place and
employ various techniques to educate consumers on
known risks and their rights as consumers. In
developing countries it is often the case that ‘herding
behaviour’ rather than informed knowledge influences
financial decision-making, particularly among those
with low income.

surveys to help prioritise delivery to those who are
most in need. Governments and international donors
should also seek to ensure that initiatives that target
financial inclusion and universal banking also
incorporate an element of financial literacy.

Ideally, the delivery of financial literacy
programmes should stem from a
consolidated national approach.

Like basic education in reading and writing,
programmes in financial literacy should aim to encourage
‘functional’ literacy, or develop individuals who are
financially ‘capable’. This implies that information should
be presented in a manner that not only aids cognitive
development but helps foster a critical assessment of the
main selling points of the financial products they come
into contact with on a frequent basis. Individuals must
also be able to read and understand the terms of the
financial contracts into which they enter. In essence, they
must be taught to make choices based on their personal
needs and financial status.

P

Ideally, the delivery of financial literacy programmes
should stem from a consolidated national approach, as is
the case in most Commonwealth developed countries.
Moreover, the initiative should be backed by a
dedicated pool of funding to ensure sustained delivery
over the medium to long term. While some developing
countries have been successful in achieving these key
goals, several lack the dedicated support needed to
develop an effective outreach strategy. Implementation
and delivery are further hindered by the lack of
committed human resources – which is of course a
reflection of the lack of committed funding.
As necessary steps, authorities should conduct national
76

The Commonwealth Finance Ministers Meeting 2010

Information should be presented
in a manner that not only aids
cognitive development but helps
foster a critical assessment.

Commonwealth programmes in financial
literacy
The Commonwealth Secretariat’s mandate for the work
in financial literacy came from Finance Ministers, who
requested that the Secretariat provide support for
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programmes in financial inclusion and, in turn, financial
literacy. The Secretariat has sought to fulfil this mandate
through activities that have been pan-Commonwealth in
focus, and that have reached students and those involved
in the design and implementation of national financial
literacy programmes. The following provides a brief
overview of work conducted thus far.
Discussion forums for central bank governors

The Secretariat has hosted discussion forums for central
bank governors to allow for a sharing of experiences and
a collective examination of the need for strengthened
programmes in financial literacy. Initially, there were a few
minor reservations about the role that central banks
should play in promoting financial literacy, particularly
given their need to focus on implementing monetary
policy and meeting increasing supervisory mandates. By
and large, however, governors embraced the supportive
role that central banks can play in helping to co-ordinate
delivery.The discussions undertaken allowed governors to:
• Review the steps and processes for adopting a focused
programme;
• Consider the benefits witnessed by countries;
• Assess challenges, and chart a way forward.

The forums helped sensitise governors
to the increasing focus of work in this area
and stimulate thinking on programmes
suited to their country’s needs.

All in all, the forums helped sensitise governors to the
increasing focus of work in this area and stimulate
thinking on programmes suited to their country’s needs.
Since attending the forums, several governors, who had
not yet done so, have initiated a process for
implementing financial literacy programmes in their
own jurisdictions, while some have been successful in
adopting co-ordinated national strategies and securing
dedicated funding. Several others continue to lack the
financial and human resources needed to get
programmes successfully off the ground. Given the less
than buoyant economic growth and falling government
revenues, support from private partnerships, donors and
development partners is needed to boost national
initiatives.
Outreach to young people

In the first phase of its outreach, the Commonwealth
Secretariat provided direct support for the dissemination
of financial literacy workshops geared towards young
people. These offered training in basic personal financial
management life skills. Three Caribbean countries
benefited from this initiative – Trinidad and Tobago,
Dominica and Jamaica. In each case, the Secretariat
funded face-to-face interactions between facilitators and
secondary school teenagers drawn from several regions
in each of the countries, and whose ages ranged

between 14 and 17. There was a particular emphasis on
young people from rural areas and indigenous
communities. The length of the workshops varied from
one day to three months and students were taught on
issues such as savings, investment, budgeting, borrowing
and business planning. The learning concepts were
reinforced by hands-on activities. Each country
embarked on some degree of partnership with private
financial institutions to open savings accounts and/or
provide start-up savings for students completing the
training. This programme reached over one thousand
teenagers in the three countries.

The Secretariat funded face-to-face
interactions between facilitators and
secondary school teenagers drawn from
several regions in each of the countries.

Development of learning resources

Following the implementation of the youth workshops,
the Commonwealth Secretariat faced growing demand
for assistance in implementing work on financial literacy.
The Secretariat therefore sought to develop tools that
reinforced the concepts being circulated and allowed
national authorities to conduct programmes
independently to increase outreach. The Secretariat
therefore created a cadre of learning resources geared at
both teachers and students. These materials centre
around the theme ‘Making the Most of Your Money’,
and include comics, teacher’s manual and a student’s
manual and workbook. With respect to the teachers, the
materials aim to enhance their knowledge base and
facilitate ease of delivery by providing a series of readyto-use lessons. The thinking was that teachers would feel
more confident to engage in programmes of their own.
Findings of Commonwealth surveys revealed that
trainers found the materials useful, easy to use and
relevant to the needs of their audience.
The student’s manual presents 20 questions and
answers about making financial decisions, and seeks to
break down financial information in clear everyday
language. Demand for the manuals provides ample
evidence the booklets are serving to meet the stated
objective and are providing benefits to both teenagers
and adults. In fact, one country has indicated that
demand from adults is beginning to outstrip demand
from students, as the adults themselves welcome the
straightforwardness of the information provided. The
learning resources have thus far been circulated in over
20 Commonwealth member countries.
Train the Trainers workshops

To supplement the materials created and improve skills
among facilitators and trainers, the Commonwealth
Secretariat has initiated both regional and in-country
‘Train the Trainers’ financial literacy workshops. In total,
twenty four countries in the Caribbean, Africa and
Washington D.C., USA, 7-8 October 2010
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Trainers in Pacific ‘Train the Trainers’ workshops delivering lessons and drama pieces to illusrate concepts in financial literacy.

Pacific benefitted from this initiative. The first of these
was conducted in Trinidad and Tobago and incorporated
at least one teacher from a series of secondary schools
across the country. Nigeria also put into practice an incountry programme, which was conducted in Lagos and
acted as a pivot for the development of a network of
trainers and facilitators. Two regional programmes were
conducted for the wider Caribbean region and for six
countries in the Pacific region. While both models of
delivery served valuable purposes, the regional
workshops yielded the added benefits of:
• Fostering a wider network of trainers and facilitators;
• Providing a diverse platform for the exchange of
experiences;
• Bringing a wider assortment of challenges and
approaches to solutions to the forefront.

Demand for the manuals provides
ample evidence the booklets are serving to
meet the stated objective and are providing
benefits to both teenagers and adults.

relating to financial products and services and gain tips
on future money management. The openly intensive
discussions that followed served to highlight potential
hesitancies and the conflicts trainers faced in
promulgating financial literacy programmes. In the main,
lack of confidence stemmed from inadequate
information on basic financial products, and the failure
to effectively manage personal or family budgets and
finances. Invariably, trainers lamented their own lack of
advice and training as young people, and firmly believed
that they would have been better placed to avoid
spending pitfalls it they had been exposed to similar
training before entering the workplace.

Trainers were exposed to various
techniques for disseminating modules
and were provided with ample
opportunity to innovate and adapt the
lessons to their cultural and local needs.

Challenges and the way forward
The workshops were highly participatory in nature and
demanded that teachers work through the lessons in the
modules developed. Trainers were exposed to various
techniques for disseminating modules and were provided
with ample opportunity to innovate and adapt the lessons
to their cultural and local needs. On average, when
surveyed, over 90 per cent of the trainers indicated that
they intended to implement onward training within six
months of completion of the workshops. The Secretariat
has received ample evidence that they have actually
begun to do so. In one instance, a group of participants
from the Caribbean region advertised 90 placements for
the conduct of a Train the Trainers workshop which they
hoped to facilitate in their home country.
The Commonwealth initiatives also provided sessions
where the trainers receive their own personal financial
management advice. The sessions afforded an
opportunity for participants to clarify ambiguities
78
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In delivering programmes, the Secretariat has had to take
greater cognisance of the varying ranges of values
among member countries, and to take effective steps to
manage the manner in which information is conveyed.
In Africa and the Pacific, personal financial management
tips sometimes appeared to conflict with the inherent
tradition of caring for not just the nuclear family but
extended family members and wider community
groupings. Moreover, while some regions enjoyed fairly
stable and trusted financial sectors, others lacked trust in
the formal financial sector because of persistent failures,
corruption and mismanagement. In some cases, there
was a deep-seated loyalty and reliance on partnership
and neighbourhood savings schemes, despite the lack of
paid interest, and in some cases the imposition of
management fees which effectively decreased the
savings. Participants had to counterbalance the tips
provided on securing interest for savings with the ease of
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saving in such schemes; quick access to loans during the
first few rounds of allocations; and the pressures they
would face from already established savings groups in
which they formed a part.

In the case of one country, anecdotal
evidence suggests that some individuals
preferred investing in the country’s stock
exchange which yielded much higher returns
than the rest of the financial sector.

Some countries experience such high rates of inflation
that individuals see little value in accumulating financial
assets. In the case of one country, anecdotal evidence
suggests that some individuals preferred investing in the
country’s stock exchange which yielded much higher
returns than the rest of the financial sector. Investing on
the stock exchange was so highly commercialised and
pushed by agents, that despite a lack of understanding of
the risks posed, and often without adequate advice from
professional advisers, unsophisticated investors were
willing to risk large sums of their hard-earned cash in
the shares of companies which were glamourised via the
media. There is little or no financial education on the
risks involved, and anecdotal evidence further suggests
that a large number of low-income individuals have
suffered complete losses of investments.

A distrust of insurance companies was
attributed to the poor or delayed record
of settlement of claims, or the weak
and failing nature of some institutions.

One of the common factors that a large proportion of
individuals in each of the jurisdictions shared was a
distrust of insurance companies. This was attributed to
the poor or delayed record of settlement of claims, or
the weak and failing nature of some institutions. Many
individuals also saw the payment of insurance premiums
on valuable assets as wasteful expenditure because they
perceived the risk of a misfortunate occurring, and by
extension making a claim, as very low. If however,
individuals were subject to some mishap which incurred
a large loss of funds, this was viewed as an act permitted
by God and they simply made personal adjustments to
accommodate losses suffered.

In listing measures to address the challenges
highlighted, participants placed a high priority on
working to get teaching on financial literacy onto school
curricula. Financial literacy modules were seen as easily
adaptable to subjects such as maths, social studies,
language and business studies. Trainers indicated that an
integrated approach to the study of financial literacy
from an early age would assist in entrenching values and
concepts and should go a long way in addressing cultural
norms that encouraged wasteful spending.
Going forward, the Commonwealth Secretariat hopes
to sustain and enhance the initiatives. Countries have
called for regional annual conferences on financial
literacy and the Secretariat is working to see how best
these needs can be met. It is hoped that the measures
advanced thus far would help to widen the spread of
financial literacy and lead to increased savings and
investment, thereby aiding growth and development.

Cheryl Bruce is an Economic Adviser at the Commonwealth
Secretariat and assists with the organisation of the
Commonwealth Finance Ministers and Central Bank
Governors Meetings. Her work is geared towards fostering
financial sector development and this has recently been extended
to include financial literacy. Cheryl has worked as a teacher and
an economist in her home country of Trinidad and Tobago, and
later as a policy analyst in banking supervision.
The Commonwealth is an association of 54 independent
states consulting and co-operating in the common interests of
their peoples and in the promotion of international
understanding and world peace.The Commonwealth Secretariat,
established in 1965, is its main intergovernmental agency,
facilitating consultation and co-operation among member
governments and countries.
International Finance and Capital Markets
Economic Affairs Division
Commonwealth Secretariat
Marlborough House
Pall Mall
London
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UK
Tel: +44 (0)20 7747 6500
Fax: +44 (0)20 7930 0827
Email: info@commonwealth.int
Website: www.thecommonwealth.org
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Linking Africa’s Financial
Markets to the World

The substantial presence of African countries in the British
Commonwealth membership structure – of the 53 states, as
many as 19 are African – renders the continent a meaningful
contributor to the Singapore Declaration’s framework of
common values and goals.
South Africa, as a founding member of the
Commonwealth and as the African continent’s largest
economy, has long been conscious of a tacit responsibility
to promote Africa, and especially its counterparts who enjoy
membership of the Commonwealth.
A representative example of an organization promoting
Africa’s credentials is Strate Limited, South Africa’s Central
Securities Depository who counts itself as among the world’s
leaders in the highly sophisticated process of electronic
clearing, settlement and custody of ﬁnancial instruments.
Since its inception nearly twelve years ago, Strate
has brought numerous efﬁciencies to South Africa’s
ﬁnancial markets and has helped to signiﬁcantly improve
the country’s proﬁle as an investment destination. The
organization is now hoping to assist in providing the same
beneﬁts for the rest of Africa.
Strate handles the settlement of a number of securities
including equities and bonds as well as a range of derivative
products such as warrants, Exchange Traded Funds (ETFs),
retail notes and tracker funds for the Johannesburg Stock
Exchange (JSE). The Depository has recently added the

settlement of money market securities to its portfolio. It also
provides services to Issuers for their investors in terms of the
Companies Act and Securities Services Act (SSA), 2004.
The South African equity, bond and money markets are of a
size sufﬁcient to support the costly technology infrastructure
required by South Africa’s ﬁnancial markets.. Economies
of scale are essential in an activity where many billions
of dollars worth of securities must be cleared, settled and
recorded efﬁciently and timeously. The effective execution of
these processes,contributes to the fostering of international
investment conﬁdence
The critical mass needed to operate a cutting-edge
Central Securities Depository (CSD) is, however, absent
from many ﬂedgling securities markets. With a view to
enhancing the investment climate in Africa’s ﬁnancial
markets, Strate is involved in a process of creating
an African hub designed to create a vehicle whereby
international investors can buy African securities without
having to incur the inconvenience of connecting to
individual country-speciﬁc central securities depositories.
The concept of the proposed African hub emerges
primarily as an enabler for smaller markets to achieve the
levels of standardisation being promoted by the Group of
Thirty. Regardless of the market in which the investor was
investing, he could be reasonably sure that some of the
basic rules of the game would remain the same. With that

having been largely achieved, the opportunity presented
itself to link markets to one another to help facilitate
smoother transaction processing.
This was the basis upon which Strate recently became
involved in Link Up Markets, which concept Strate hopes to
adapt for the African securities markets. Link Up Markets is
a joint venture by eight leading European CSDs with the keyy
objective of improving the efﬁciency and reducing the costs off
post-trade processing of cross-border securities transactions.
s.
It does so by streamlining interoperability on the CSD layer.
Launched on 30 March 2009, Link Up Markets has
developed a unique interpreter, or adaptor, that can take the
e
IT messages from one CSD and convert them into the format
att
of another. The beauty of the innovation is that it allows
one CSD to “talk” electronically to another, thereby opening
the doors for much more efﬁcient cross-border processing
capabilities than ever before. The solution also enables CSD
D
customers to signiﬁcantly reduce the cost gap between the
selling and safekeeping of domestic and foreign securities.
Strate’s to be part of the Link Up Markets network
stemmed from the provision of the infrastructure to facilitate
e
cross-border settlement between foreign CSDs and Strate..
The participating CSDs need not change their technology
to talk to one another, since the messages sent to the Link
Up system are converted, or translated, in such a way
that the other CSD system can receive a message without
creating a bilateral link.
Looked at another way, the system is the equivalent of
a power adaptor, which adapts the power supply to suit
different types of plugs.
Many links already exist between CSDs around the world.
But there are none to, or between, African countries and the
rest of the world. To play on the global securities stage, it is
essential for Strate and South Africa – for its own beneﬁt and
that of the continent – to develop a global network.
Strate was invited to join Link Up Markets as its ﬁrst
non-European member as it has the legal framework and
commands the technology, operational procedures and
reputation needed to operate at an international level.

s To support desired increased trading and settlement
volumes, regional initiatives need to be undertaken to
ensure that all market players come on board;
s There must be cash settlement processes for each
country and co-operation among central banks;
s An ability to process corporate actions and an
appreciation of the scope, implication and operation of
custodial services to support member CSDs;
s Each member country should work towards eliminating
legal, regulatory and political barriers; and
s CSDs should embrace the requisite sophistication
and promote additional means of communication like
wide area networks and SWIFT (Society for Worldwide
Interbank Financial Telecommunication).

For some years now, Strate has been urging the
Commonwealth’s African members to make use of its
The beneﬁts ﬂowing to Strate from its Link Up
technological infrastructure and processing capability. This
membership may be summarised:
may prove to be beneﬁcial for CSDs whose processing
volumes cannot justify heavy investment in new technology.
s Direct access to cross-border settlement at more
The obvious attraction to Strate’s offer of providing
favourable charge structures (ideally aligned to domestic
technology to the Commonwealth states has been
market charges);
enhanced by Strate’s new Link Up Markets membership
s An alternative channel for cross-border settlement,
card. Africa needs foreign investment. Through the auspices
with the ability to retain current relationships with
of Link Up Markets and Strate, the investment appeal of
global custodians;
those countries is enriched if for no other reason than the
s Using existing connectivity to Strate through the
substantial reduction of systemic risk.
domestic infrastructure and operations to facilitate
That African states, with a few exceptions, have not to
cross-border settlement;
date been knocking at Strate’s door can be ascribed to a
s White-labelling of services by Strate to its participants; and combination of factors the deal being offered to them by
s The potential for an increase in inbound investment.
Strate appears too good to be true.
Be that as it may, Strate is determined to proceed with
As the motivation for creating an African hub manifests its strategic intent of creating a hub for Africa. The Link Up
itself, it is underpinned by several other features:
Markets carrot will hopefully attract increasing numbers
of African states to the fold as an appreciation of the
s Countries that join the hub are offered a simpliﬁed
heightened resultant lure of foreign investors sinks in.
solution to connect to other markets and the world.
This can leapfrog many smaller and developing
markets into the 21st Century of technology and
ﬁnancial markets infrastructure.
s Investor in these markets are given the peach of mind that
the processes, procedures and systems used to invest in
that market are on a par with the rest of the world. As a
Phone: + 27 (11) 759 5300
result they don’t need to establish individual connections
with every market in which they would like to invest.
Internet: www.strate.co.za
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Shifting paradigms in
investment negotiations:
maximising economic and
community benefits

Veronica Broomes
Research Associate,
Commonwealth Policy Studies
Unit, University of London

nward investments can have profound impacts on economic and community development in
developing countries when Corporate Social Responsibility (CSR) forms part of negotiations.
Through understanding CSR/Community Engagement strategies of investors, policy-makers can
ensure investment incentives are linked to national development objectives, including targets under
the Millennium Development Goals (MDGs) and sustainable livelihoods. To achieve this, the
paradigm of investment negotiations needs to shift beyond traditional concerns of job creation, size
of investment and compliance with national legislation. In the process, shareholders, economies and
communities will attain longer-term benefits, thereby creating ‘triple wins’ for governments,
businesses and communities.

I

Embedding CSR in investment
negotiations
Among recommendations made in November 2009 by
representatives of civil society from Commonwealth
countries was for incentives for best practice initiatives
from business that contribute to key national development
objectives. While it is too soon to see how many
governments will implement this to attract investors, it
should be recognised that policies supporting corporate
innovation can contribute to poverty reduction, promote
sustainable livelihoods and achieve even greater positive
impacts on economies and communities.
Embedding CSR in inward investments could have a
profound impact not only on higher economic and
community benefits, but strengthen the private sector,
promote infrastructure development and increase
attainment of national development objectives. The latter
include specific national targets of the MDGs. In reality,
however, inward investment negotiations continue to
have as their main pillars the number of jobs created, size
of the investment and commitments that investors will
comply with national and international regulations.

Investment and development
Observers of early debates on CSR could be forgiven
for thinking that CSR was just about businesses
returning some of their profits to society (philanthropy)
or running public relations campaigns on their
performance as corporate citizens. Fortunately, in recent
years, discussions about CSR have changed in respect of
issues raised and debates taking place in developing
82
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countries. In general, concerns focus on how much ‘big
business’ is giving back to communities, especially those
from which they derive their profits. What has been
missing from discussions about CSR, however, is the
perspective of policy-makers in developing countries.
Policy-makers have the opportunity and authority to
create policies supportive of best practice in CSR, can
maximise the benefits to economies and communities
and accelerate attainment of national development
objectives/goals. Raising awareness and increasing the
understanding of CSR among policy-makers will enable
them to formulate more informed policies that link
inward investments with specific national development
objectives, including the MDGs.

Experiences and possibilities – case studies
In Uganda, the local subsidiary of a multinational brewery
contributed to agricultural development through
engagement of local small farmers to cultivate sorghum
for the brewery, instead of importing raw materials.
Incentives from government for remission of excise taxes
strengthened the business case for the brewery to use local
raw materials. The brewery had similar partnerships with
farmers in Zambia and Zimbabwe. In sourcing raw
materials locally, the company expanded its supply chain,
created goodwill and jobs in local farming communities
and contributed directly to MDG 1 (reducing extreme
poverty and hunger) and MDG 8 (develop a global
partnership for development).
In Botswana, corporate social investment describes the
strategy in the diamond mining sector that supports
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local communities in areas such as education, small
business development, health, arts, culture and sports.
Another example of how businesses can contribute to
development was establishment of the Global Fund for
AIDS in 2002. The Fund evolved from collaboration
among mining companies operating in communities
where high mortality and morbidity among local people
threatened the investments. The initiative, driven initially
by businesses and supported by the UN, has forged a
partnership of government, civil society, the private
sector and affected communities and has expanded to
include other chronic diseases such as tuberculosis
and malaria.

Beyond best practice incentives
Investment negotiators can begin using current
investment regimes to facilitate greater economic and
community benefits. For example, in Belize, tax holidays
are available for investments outside agriculture, agroprocessing, marine processing and manufacturing. Often
given for two years, these incentives can be extended to
the maximum five years. There is potential therefore to
negotiate for longer tax holidays for investments in
green technology and/or use of non-fossil fuel energy
sources, such as solar energy, hydro power and biomass.
Another potential opportunity for Belize is the
availability of tax holidays for up to 25 years for exportonly businesses in agriculture, food and marine
processing and manufacturing. Investors can apply these
incentives to increase benefits to communities by
diversifying their supply chain through opening
procurement opportunities to local suppliers. In turn,
this could strengthen the private sector, create even
more jobs indirectly through promoting and supporting
entrepreneurship and in the process maximise economic
and community impacts.
Investors in Botswana’s mining sector can get
immediate write-off of up to 100 per cent capital
expenditure in the year of investment. Applying this
strategy to other sectors can promote investments for
retooling e.g., can reduce dependence on fossil fuels or
expand scientific and technological developments. An
additional indirect benefit of such a policy on capital
write-off would be the opportunity for companies to
change to behaviour that is supportive of raising the
level of employable skills likely to benefit their business.

Potential for ‘triple wins’
In his 1997 publication Cannibals without Forks – the
Triple Bottom Line of 21st Century Business, John
Elkington advocated an approach that requires businesses
to consider the economic, social and environmental
aspects of their operations. The potential triple wins
approach goes beyond the role of business to consider
how governments, businesses and communities can
leverage the CSR and/or Community Engagement
strategies of inward investors. As shown in Figure 1, and
first reported in the findings of two country case studies of
the tourism and mining sectors in Belize and Botswana,

Triple Wins – Enhancing impact of voluntary
CSR on development

Business
(investment)

Government
(policies)
IMPACT ON
DEVELOPMENT

Communities
(resources)
Figure 1. Conceptual framework for stakeholders – government, business,
communities – to benefit from policies supportive of corporate innovation.

respectively, countries and their citizens can benefit
enormously though engagement of businesses, policymakers and communities in the creation of profitable
businesses and sustainable livelihoods.
Potential benefits of engaging governments, businesses
and communities, as in the triple win approach,
include: building local capacity and skills, stimulating
scientific and technological developments, reducing
environmental damage, supporting entrepreneurship, and
reversing rural-urban migration. Additional benefits
include reducing pressure for services in urban areas,
and promoting environmental sustainability. This could
ensure that communities, in many cases guardians of the
resources used by investors, are no longer mere observers
of benefits to shareholders but are stakeholders who
contribute to and benefit from inward investments.

Catalysing economic and community
development
Raising awareness of the various perspectives of CSR
among policy-makers and increasing their understanding
of the CSR strategies of investors can be linked with
national development objectives, including the MDGs.
This might be achieved through:
• Holding of national ‘State of CSR’ conferences as a
way of promoting greater engagement among policymakers, private sector businesses and communities.
These annual or biennial events can serve as forums for
businesses to share best practice, and for policy-makers
and local communities to share perspectives and
updates on business initiatives that deliver economic
and community benefits or contribute to specific
developmental objectives/goals.
• Supporting innovation in developing new and
appropriate technologies. For example, in Botswana
investors benefit from incentives if they demonstrate
use of 20 per cent renewable energy, 40 per cent local
suppliers and/or have 50 per cent local management
in their operations.
• Providing incentives for higher levels of capital
investment in technology and infrastructure. For
Washington D.C., USA, 7-8 October 2010
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instance, this can increase the use of alternative energy
sources such as solar energy and hydro power.
• Recognising businesses that diversify supply/value
chains and make procurement opportunities accessible
to local businesses. Such diversification will create even
more jobs and build entrepreneurial and managerial
capacity beyond low skilled jobs.
Rewarding businesses for initiatives beyond best
practice should not be viewed as governments using
CSR strategies as a way of abdicating responsibility to
provide basic services to citizens. Neither should it be
viewed as communities being subject to the fluid CSR
strategies and/or action plans of private investors.
Instead, rewards for initiatives beyond best practice
should be seen as an opportunity for policy-makers and
investment negotiators to leverage the CSR and/or
Community Engagement strategies of inward investors
for maximum economic and community benefits.

Initial steps for investment negotiators
Although countries such as Denmark, Mauritius and
Indonesia have made CSR mandatory for some
companies, there is a danger that such regulation will
demand even more bureaucracy to manage. Further,
requiring businesses to comply with any CSR legislation
could inhibit innovation as companies no longer view
CSR as part of their strategy to strengthen business
competitiveness but just another piece of legislation
requiring compliance. An alternative available to
investment negotiators is the creation of robust
investment frameworks that link inward investments
directly with economic and community development.
This will enable businesses to continue doing what they
do best i.e., use resources to generate profits (although
not at any cost) and governments to facilitate
investments that promote private sector growth and
improve livelihoods in communities. Communities in
turn can benefit through meaningful participation
beyond being employees or mere observers of
development. To make this a reality, policy-makers
should increase their awareness and understanding of the
various perspectives and strands of CSR outside the
accounting context. Such an approach could foster and
strengthen collaboration across government ministries
and agencies. Integral to such collaboration is the active
participation of the respective ministries of finance
and/or economic development, trade promotion, legal
affairs and the investment agencies.

Timely action for maximum benefits
With less than five years to achieving various MDG
targets, it is a time of rapid economic growth for some
countries and slow recovery from the global financial
crisis for others. Against a backdrop of rising commodity
prices in many developing countries, increasing
populations, accelerating rural urban migration, growing
income inequalities in countries although per capita
income may be increasing, there is an even greater
84
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urgency for inward investments to deliver even more. It
is timely for policy-makers and investment negotiators
in Commonwealth countries to take action by
leveraging the CSR strategies of investors for maximum
economic and community benefits.

Policy-makers should increase their
awareness and understanding of the
various perspectives and strands of CSR
outside the accounting context.

Benefits of foreign direct investment (FDI) need to be
quantified beyond the number of jobs created, size of
the FDI and level of revenue generated through personal
and corporation taxes. Policy-makers have an alternative
suite of strategies to enhance economic and community
development and increase achievement of the MDGs.
This, however, demands a paradigm shift reflective of a
triple win approach to engaging businesses with
development. Meaningful engagement will allow for
greater economic and community impact among
governments, businesses and communities in support of
national development objectives and improved
livelihoods of citizens.

Dr Veronica Broomes works at the interface of research, policy
and practice on CSR and sustainability. In the publication
‘Triple Wins from Foreign Direct Investment’, she explores
opportunities for policy-makers to leverage CSR strategies of
investors in tourism and mining to support national development
objectives, including the MDGs.
The Commonwealth Policy Studies Unit is the think-tank
for the Commonwealth of 54 countries. We work to inform and
influence policy decisions affecting Commonwealth countries on
issues such as democracy, legal reform, economic development and
civil society. This includes the preparation of policy briefs and the
facilitating of stakeholder engagement on issues relevant to
Commonwealth states and its citizens.
Commonwealth Policy Studies Unit
Institute of Commonwealth Studies
School of Advanced Study, University of London
South Block, Senate House
Malet Street
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The NDIC -Nigeria Deposit Insurance Corporation, is an
independent agency of the Federal Government of Nigeria.
The purpose of the deposit insurance system is to protect
depositors and guarantee the settlement of insured funds when
              

             
The NDIC Act No 16, 2006 (which replaced the NDIC Decree
No 22 of 1988), established the Corporation as a body corporate
with perpetual succession and a common seal. The Corporation
commenced operations in 1989.

CORPORATE PROFILE
MISSION AND VISION STATEMENTS
Mission Statement
“To protect depositors and contribute to the stability of the
      ##     
   #              
eligible insured institutions, prompt payment of guaranteed sums
            '
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Central Business District Abuja, Nigeria
Side View

Vision Statement
*+     -   /'

PUBLIC POLICY OBJECTIVES

CORE VALUES AND BELIEFS

The NDIC aims at meeting the following public policy
objectives:
3 4       
sophisticated depositors by providing an orderly means
of compensation in the event of either failure of their
               
institutions to make payments on deposits.
3              
bank runs less likely; and
3 !            
providing a framework for the resolution and orderly exit
mechanism for failing and failed insured institutions.

To be effective in the discharge of its mandate, the Corporation
is guided by the following core values and beliefs:

FUNCTIONS OF THE CORPORATION
Section 2 of the 2006 NDIC Act stipulates the following
functions for the Corporation:
i.
insuring all deposit liabilities of licensed banks and such
            
Nigeria within the meaning of Sections 16 and 20 of the
        5   

system;
ii. giving assistance in the interest of depositors, in case
            
particularly where suspension of payments is threatened;
 #        

system;
iii. guaranteeing payments to depositors, in case of imminent
or actual suspension of payments by insured banks or
         "  
provided for in Section 26 of the Act;
iv. assisting monetary authorities in the formulation and
implementation of banking policies so as to ensure sound
banking practice and fair competition among banks
operating in the country; and
v. pursuing any other measures necessary to achieve the
functions of the Corporation provided such measures
and actions are not repugnant to the objectives of the
Corporation.

GOVERNANCE
The governing body of the Corporation is the Board of
Directors, which is responsible for policy formulation and
oversight of its affairs. Members of the Board are appointed by
the President of the Federal Republic of Nigeria.

Professionalism
The Corporation requires its staff to demonstrate a high
level of ethics and professionalism in performing their duties.
Accordingly, NDIC staff are expected to:
J Seek knowledge to improve their skills and performance;
J Seek innovative and creative solutions to problems;
J Abide by all codes of conduct and professional ethics/
good corporate governance at all times; and
J Be objective and factual in their work presentation and
constructive in their criticisms.

Transparency
The Corporation is committed to doing what is right and just at
all times. Thus, NDIC employees are required to:
J Adhere to the highest ethical standards in performing their
duties;
J Act and negotiate in good faith and in the best interest of
the Corporation; and
J Display the highest level of integrity.

Team work:
Conscious of the demands of the environment in which it
operates, the Corporation charges its employees to:
J Work willingly as a team and engage in collaborative efforts;
J Acknowledge the contributions of others; and
J Provide and solicit support to, and from colleagues.

Respect and Fairness:
Management partners with staff to ensure that:
J Employees treat each other with mutual respect;
J Employees are given equal opportunities and treated with
fairness;
J Career advancements are based on merit; and
J There is a conducive work environment.

Funding


The deposit insurance fund (DIF) is generated from the
periodic premium paid by insured institutions. The fund
is used to pay the guaranteed sum if an insured institution
fails.
 +        

from the interest earned from the investment of the DIF
in government securities such as Treasury Bills (TBs). The
Corporation does not get government subvention for its
operations.

MANDATE AND POWERS
The deposit insurance scheme (DIS) being implemented by the
NDIC was designed as a Risk Minimizer, with the following
mandates:

Deposit Guarantee
+            #   
Corporation. As an insurer, NDIC guarantees the payment of
deposits up to the maximum limit in accordance with its statute
 #             

Banking Supervision
The Corporation supervises banks so as to protect depositors;
      <   #   
payment system; and promote competition and innovation in the
banking system. Banking supervision is an essential element of
the Nigeria deposit insurance scheme as it seeks to reduce the
potential risk of failure and ensures that unsafe and unsound
banking practices do not go unchecked.

Failure Resolution
One of the primary roles of NDIC is to ensure that failing and
     #      

Bank Liquidation
The Bank liquidation option is always adopted by the
Corporation and the CBN for banks that fail to respond to
failure resolution measures. Liquidation process involves orderly
          /  
disruption to the banking system, cost-effective realization of

assets and settlement of claims to depositors, creditors and
where possible, shareholders.

MEMBERSHIP
>             
institutions is mandatory. Accordingly, member institutions are
             
Bank of Nigeria. These are all universal banks (deposit money
 ?    @J&?   
   @4-?J      
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branches of all insured institutions.

SCOPE AND LEVEL OF COVERAGE
NDIC insurance covers all types of deposits received at an
insured institution such as Current Account deposits, Savings
Account deposits, Time & Term deposits and Foreign Currency
deposits. NDIC insurance covers the balance of each depositor’s
account up to the insurance limit, including principal and accrued
interest up to the date of the insured institution’s closure.
However, NDIC insurance does not cover money invested in
stocks, bonds, mutual funds, life insurance policies, annuities or
municipal securities, even if these investments were bought from
an insured institution. In the same vein, NDIC does not insure
Federal Government Treasury bills, bonds or notes. These are
backed by the full faith and credit of the Federal Government
of Nigeria. NDIC insures eligible deposits in universal banks
up to N200,000.00 per depositor per insured bank. This new
coverage level represents an increase of 300% over the previous
coverage level of N50,000.00 per depositor per insured universal
bank. For PMIs and MFBs, NDIC insures eligible deposits up to
N100,000.00 per depositor per insured institution. At N200,000
and N100,000 levels of coverage for universal banks and other
          ##Z[\ 
depositors in these institutions are fully covered.

CONTACT DETAILS:
NDIC OFFICE ADDRESSES AND TELEPHONES
 
Plot 447/448 Constitution Avenue
Central Business District, P.M.B. 284, Abuja Nigeria
Tel: 09-460 1380 – 9; 09 – 617 1380 – 9
Fax: 09 – 628 5717
E-mail: info@ndic-ng.com
Website: www.ndic-ng.com
  
Mamman Kontagora House, 23A Marina,
P.M.B. 12881
Lagos Nigeria
Tel: 01 – 264 7810 – 847
Fax: 01 – 264 7848
ZONAL OFFICES
Bauchi
No. 3 Ahmed Abdulkadir Road, Bauchi,
P. M. B. 0207
Tel: 0709 810 0030, 0709 810 0037

Benin
28A & B Benoni Hospital Road, Off Airport Road
G.R.A., P.M.B. 1034 Benin, Benin City
Tel: 052 – 253183, 257079, 254246
052 – 877165, 876693, 876692
Fax: 052 – 253183
Enugu
10 Our Lords’ Street, Independence Layout
P.M.B. 1210, Enugu
Tel: 042 – 457292, 455325, 456101
Fax: 042 – 456770
Ilorin
No 12A Sulu Gambari Road, Ilorin
Tel: 031 – 810789, 0709 870 5709
Kano
Plot 641, Mohammed Street, Hotoro, G.R.A., Kano
Tel: 064 – 662469, 662471
Fax: 064 - 533521
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Financial inclusion,
household investment
and growth: evidence
from Kenya and
Tanzania

Karen Ellis
Head of the Business and
Development Programme,
Overseas Development
Institute (ODI)

ew ODI research shows a link between access to financial services and household investment in
education or a business, which can contribute to economic growth in developing countries.
While semi-formal and informal financial services are important for access, households are more
likely to use formal financial services for investment. Policies are needed to address the barriers that
prevent people accessing formal financial services, and undertaking such investment.

N

he empirical relationship between access to
financial services and growth is not well established,
despite a range of theoretical literature hypothesising
about the potential economic linkages. This is because of
the lack of suitable data on access to financial services
with which to examine the question until recently.
New research by the ODI utilises FinScope survey data
(see www.finscope.co.za) from Kenya (where it is called
FinAccess) and Tanzania to examine this question by
looking at the impact of access to financial services on
household investment. The results are published in an
ODI Research Report Investigating the impact of access to
financial services in household investment by Ellis, Lemma &
Rud, ODI, July 2010.
Growth depends on the stock of physical and human
capital in the economy, as well as technological progress.
Investment at the level of the individual or the firm can
contribute directly to increasing these things. Thus by
showing empirically that access to financial services
enables households to make investments in education
(which contributes to human capital), starting or
expanding a business, or investing in agricultural inputs
or new equipment (which contributes to physical capital
and technological progress), the study has, for the first
time, established one of the key potential linkages
between access to financial services and growth, with
important implications for policy.

T

Findings
Access to financial services enables households to
invest in activities that are likely to contribute to
higher future income and, therefore, to growth.
The reasons given for borrowing and saving are shown
in Figures 1 and 2 respectively.
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Figure 1. Reasons for borrowing in Kenya and Tanzania, given as a
percentage of the survey sample, 2006.

In Kenya, 44 per cent of those surveyed had at some
point used savings to undertake productivity-enhancing
investment, and 24 per cent had used a loan for this
purpose. Education was the most common form of
investment cited in Kenya, whereas in Tanzania it was
starting a business.
The demographic breakdown showed that people
borrow and save for a range of investment purposes in
both countries, even in the poorest groups. As
expected, rural inhabitants save and borrow more for
agricultural investments, while urban inhabitants tend
to save and borrow more for other purposes, such as
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Figure 2. Reasons for saving in Kenya and Tanzania, 2006.

starting a business. Individuals with a better education
are more likely to borrow, save and invest than those
with less education. In Kenya men and women exhibit
very similar patterns of behaviour in terms of saving

and borrowing for investment purposes, while in
Tanzania men are more likely to save or borrow to
invest than women.
There is a clear demand for financial services
across the population, although semi-formal and
informal financial services and mechanisms are
used more commonly than formal financial
services. Semi-formal services are used much
more in Kenya than in Tanzania.
There are remarkably similar levels of saving and
borrowing in Kenya and Tanzania, with just over 70 per
cent of the population saving and/or borrowing in both
countries, despite significant differences in the
availability of financial services in the two countries.
Figure 3 shows the usage of different financial services
and mechanisms in Kenya and Tanzania. It shows the far
greater usage of semi-formal financial services in Kenya
compared with Tanzania. These semi-formal services
include Savings and Credit Co-operatives (SACCOs),
Rotating Savings and Credit Associations (ROSCAs),
Accumulating Savings and Credit Associations (ASCAs),
and local shop credit. The chart also shows the much
higher usage of informal mechanisms than formal
financial services in both countries.
Kenya shows much higher usage of formal financial
services than Tanzania, whereas Tanzania has much higher
usage of informal financial mechanisms. These results tally
with the greater degree of financial sector development
expected in Kenya on the basis of other (supply side)
indicators. It seems that where formal financial services

Figure 3. Financial services used in Kenya and Tanzania, 2006.

Note: Savings in kind were the most commonly used form of savings
mechanism cited in Tanzania, but no equivalent question was asked in
Kenya, making direct comparison impossible.

Washington D.C., USA, 7-8 October 2010

89

Effective Financial Management

are unavailable, unsuitable or expensive, people seek
alternative, more accessible semi-formal or informal
forms of provision. However, the survey shows that many
people use a combination of formal, semi-formal and
informal financial services, which suggests they are
sometimes seen as complementary rather than substitutes.
While provision of formal financial services may remain
the ultimate goal for policy, semi-formal financial services
are clearly important in the overall landscape of financial
access in countries like Kenya and Tanzania. This suggests
that policy to promote financial access should look
beyond formal financial services, to provide a supportive
environment for other forms of provision, while also
protecting consumers from fraud and financial instability.
However, formal financial services are used
more for investment purposes.
Econometric analysis using data from the 2009 Kenya
FinAccess survey showed that people who borrow
specifically to invest are 16 per cent more likely to use
Figure 4. Main reasons for not borrowing in Kenya and Tanzania, 2006.

Figure 5. Main reasons for not saving in Kenya and Tanzania, 2006.
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formal financial services than people who borrow for
consumption purposes, after taking other possible factors
into account. Similarly, people who save to invest are 10
per cent points more likely to use formal financial
services than people who save for consumption purposes.
This suggests that formal financial services are more
suitable for investment purposes than other forms of
provision. This may be because formal financial services
enable people to access larger sums of money, or to save
in a safer or more stable environment than semi-formal
and informal mechanisms. It may also show that people
with investment plans can access formal financial
services more easily, perhaps because they are seen as a
better credit risk.
Many people face barriers to accessing financial
services, such as high charges and minimum
balance requirements.
Figures 4 and 5 show the main reasons cited for not
borrowing, and not saving, respectively.
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The most commonly cited reasons reflect a lack of
demand for financial services – people do not have the
money to save, or do not need a loan. However, many
people also cite supply-side barriers to access, such as
high charges, not knowing where or how to access a
service, not having a nearby financial services facility,
difficulty meeting qualifying requirements such as the
need for collateral, a guarantor, or an initial lump sum, or
the lack of required documentation.
Figure 4 (and Figure 5 shows a similar pattern) shows
that a higher proportion of non-borrowers in Kenya cite
a lack of money as a reason for not borrowing than in
Tanzania. As the usage (and availability) of formal and
semi-formal financial services is greater in Kenya than in
Tanzania, this suggests that demand side issues may be
more of a binding constraint to borrowing than supply
side barriers in Kenya, compared with Tanzania.
Kenyan non-borrowers are also more likely to claim
that charges are too high, which is perhaps surprising
given that interest rates appear to be lower, on average,
in Kenya than Tanzania. However, this may again reflect
a different binding constraint to access in Kenya, or it
may be because of higher financial literacy in Kenya.
Tanzanian non-borrowers are more likely than Kenyan
non-borrowers to complain that they don’t know where
to get a loan, or that there is nowhere nearby to get a
loan – reflecting a greater supply side constraint in
Tanzania than in Kenya and, perhaps, a lower level of
financial literacy, although the lower population density
in Tanzania may be an important factor.
Men and women gave broadly similar answers on
barriers to access, although men were less likely to save
as a result of logistical factors (such as not being close to
a bank, needing ID, or because of high charges), while
women were deterred by a lack of money, or by a lack
of understanding about how to save or where to get a
loan, perhaps suggesting a lower level of financial literacy
amongst women.
Urban and rural inhabitants cited broadly similar
barriers to access, although rural people in Kenya were
more likely to say they do not understand how to save
than urban inhabitants, suggesting a lack of financial
literacy. They were also more likely than urban dwellers
to say they didn’t know where to get a loan. Similarly in
Tanzania, rural inhabitants were more likely to cite the
lack of nearby facilities in which to save.
Supply side barriers to accessing a bank account
reduce household investment.
Econometric analysis (again using data from the 2009
Kenya FinAccess survey) shows that individuals who cite
supply side barriers to accessing a bank account are four
percentage points less likely to save for investment
purposes than people who do not. They are also six to
eight percentage points less likely to borrow for
investment purposes, which suggests that access to a
bank account may play an important role in helping
individuals to access credit. These results represent the
first concrete, quantitative estimates of the negative
impact of access barriers on household investment.

Conclusions
The results provide strong, new evidence of the importance
of tackling supply side barriers to access, and particularly
barriers to accessing formal financial services, in order to
contribute to investment and growth. This suggests the
need for policy responses to tackle these barriers by:
• Reducing costs and increasing availability where
possible, for instance by supporting innovations such as
mobile banking, cell phone banking, and e-banking,
and the use of new distribution channels for financial
services, such as local stores;
• Investing in financial literacy or marketing programmes
to improve understanding of financial services and
knowledge about their availability, particularly for
women and rural people;
• Establishing credit bureaux and asset registries to make
it easier for people to qualify for loans;
• Supporting regulatory reform and capacity-building to
create the right environment and incentives for
financial providers to expand access, balancing the
need for wider access with the need to protect people
against instability, fraud and money laundering.
By reducing barriers to financial services, such policies
could help to stimulate household investment and thus
contribute to growth and poverty reduction in
developing countries.
The research and writing for this article were assisted by Alberto
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Micro-finance and
mobile banking:
the story so far

Claudia McKay
Micro-finance Specialist,
Consultative Group to Assist
the Poor (CGAP)

obile banking has the potential to revolutionise the way people – especially the poor – manage
their money. Yet although micro-finance institutions (MFIs) have spent decades serving this
clientele with financial products, they have not featured prominently in the mobile banking (mbanking) space. This paper uses case studies of micro-finance pioneers in building and using m-banking
systems to highlight the roles MFIs can play and the benefits they can expect to gain from m-banking.

M

he extraordinary success of the mobile money
transfer service M-PESA has revolutionised the way
people in Kenya manage their money and inspired more
than 70 copycat m-banking systems around the world.
However, these systems, which deliver financial services
outside conventional bank branches using mobile
phones and non-bank retail agents, have largely been
driven by mobile network operators (MNOs) and, to a
lesser extent, by some large banks. MFIs have not played
a significant role in this exciting new industry.
In the past decade or so, many MFIs have experimented
with alternative delivery channels to reduce costs, facilitate
greater outreach to hard-to-reach areas and increase
customer convenience. In theory, mobile phones could be
used to reach many more customers at a lower cost than
any existing delivery channel. Yet despite this potential,

T

MFIs are unsure about how they can take advantage of
m-banking services and in the vast majority of countries
there is not yet a well-established mobile banking service
that MFIs can leverage.
The role that MFIs can play largely depends on the
presence or absence of widely available m-banking
services (called mobile banking infrastructure in Figure 1).
Figure 1 shows the roles of MFIs in two different
contexts. This paper will use this typology to address the
following three questions:
1. Should an MFI in a country without an existing mbanking infrastructure create its own m-banking system?
2. What role can an MFI play in a country with existing
m-banking infrastructure?
3. What benefits can MFIs expect to gain by using mbanking?

Figure 1. Typology of MFIs in mobile banking
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Should an MFI in a country without any
existing m-banking infrastructure create
its own m-banking system?
Setting up an m-banking service is complex, timeconsuming, and expensive. Although some large, stable
MFIs may implement m-banking services successfully
on their own, the majority of MFIs should focus on
developing the strength and capabilities they will need
to take advantage of m-banking services when they
become available. Those MFIs who do choose to
develop an m-banking service must address at least four
key areas:
Develop a strategy and business plan. MFIs must
clearly consider how m-banking addresses their core
customer value proposition. In an industry with as much
hype as m-banking, it is easy to get carried away with
enthusiasm without fully understanding the benefits and
costs.
Develop a technological solution. Developing a
technological solution is time consuming and expensive.

The majority of MFIs should focus on
developing the strength and capabilities they
will need to take advantage of m-banking
services when they become available.

The MFI’s own banking software must have the ability
to be integrated with an m-banking platform. Also, the
phone’s interface with the bank (e.g., SMS, USSD, STK,
etc.) must be selected.
Create and manage an agent network. To use an
electronic channel such as mobile phones for financial
services, customers have to convert cash to electronic
value and vice-versa. This can be achieved through
networks of retail agents such as airtime resellers, post
offices, and small merchants.
Negotiate partnerships with one or more MNOs.
An MFI or bank cannot develop an m-banking service
without the co-operation of at least one MNO. An
important aspect of the service is secure and reliable data
flows between the MFI’s banking software and the
MNO’s platform.
In order for an MFI to accomplish the above four
activities it must have a management team with a proven
track record of implementing complex technology
projects. It must also have a strong core banking IT
infrastructure that is able to handle large volumes of data
flow. Finally, the MFI must have substantial financial
resources to pay not only for the technology solution
but also for capable human resources, building and
managing an agent network, training staff, and launching
a significant marketing campaign.
Only in rare cases will MFIs meet all of these
conditions. Given the complexity and expense of
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developing an m-banking system, only the strongest and
biggest MFIs should attempt it.
Most MFIs are in countries that do not have an
existing m-banking service, and most do not fulfil all the
criteria that would make them strong candidates to
develop their own m-banking service – so what are
their options? Many MFIs are using phones to increase
customer convenience, lower costs, and earn extra
revenue. For example, MFIs can lower costs through
automatic text messages that notify customers about
upcoming payments or loan disbursements or warn of
late payment notices. This service is relatively simple to
implement and will save loan officers time and will
reduce phone bills.
If there is no m-banking service in a country now, there
probably will be one soon. Just because an m-banking
service exists does not mean that an MFI is ready to take
advantage of it. MFIs with strong management teams,
solid information systems and effective internal controls
will benefit the most. Strengthening these areas is good
for the core mission of any MFI anyway, and will make
the MFI that much more ready to adopt m-banking
when it does become available.

What role can an MFI play in a country
with existing m-banking infrastructure?
There are several options available to MFIs in a country
with an existing m-banking system. The first and most
obvious application of m-banking is to facilitate loan
repayments and deposits.
Kenya Women’s Finance Trust (KWFT) is doing this.
With more than 300,000 active borrowers and a loan
portfolio of nearly US$140 million outstanding, KWFT
is probably the largest MFI using M-PESA for loan
repayments. KWFT plans to have all members of a group
repay the loan via M-PESA at least two days before each
group meeting. Attendance at group meetings is still
compulsory, and loan officers arrive with a printout
indicating the actual loan repayments already made by
each member. Group meetings used to be dominated by
cash collection, but there is now more time to discuss
business problems and financial education – and less time
is needed for group meetings.

An MFI working as an agent on behalf
of an m-banking provider can be a win-win
situation for both organisations.

Some MFIs are worried about the impact of
individual payments on group cohesion and are starting
to use m-banking services for repayments of individual
loans only. With individual loans, there is no strict
meeting schedule. Tujijenge, an MFI in Tanzania, started
using M-PESA for individual loans and plans to add
group loan repayments shortly.

If an MFI does not initially use an m-banking service
for loan repayments and deposits, it can be involved in
the service in other ways. An MFI working as an agent
on behalf of an m-banking provider can be a win-win
situation for both organisations. For the m-banking
provider, there are several benefits. MFIs are likely to be
more patient in the early days before there is high
uptake of the service since they are not acting as agents
solely for the revenue. Second, MFIs already have
relationships with the low-income, unbanked customer
segment and they can provide good visibility for the mbanking provider within these communities. MFI staff
are also financially astute and can explain the products to
new customers unfamiliar with banking services. Third,
MFIs with significant presence throughout a country
offer a network of agent locations at one time to the mbanking provider.
For the MFI, there are also several benefits. Serving as
an agent for an m-banking service will differentiate it
from its competitors. Second, doing so will familiarise
MFI staff and customers with the service before the MFI
invests more time and resources into linking into the
service for loan repayments and other transactions. Third,
MFIs will earn extra revenue. If MFIs can stay ahead of
their competitors and learn about a new m-banking
service without losing money, it is worth the effort.

Before M-PESA was used,
a SMEP customer had a lengthy
repayment process.

What benefits can MFIs expect to gain
by using m-banking?
Mobile banking can help existing MFI customers save
time and money, experience greater security and
manage their cash flows with more flexibility. This has
been the experience of the Small and Medium
Enterprise Programme (SMEP) in Kenya once it linked
into the M-PESA platform for repayment services for its
customers. Before M-PESA was used, a SMEP customer
had a lengthy repayment process. She would carry her
cash to the group gathering location. Meetings would be
long as each customer’s cash was counted and recorded
by the loan officer. If she was the group treasurer, she
would then have to take all of the group’s cash to the
bank, wait her turn at the bank, and finally deposit the
money. As a small business owner, she would spend a
significant amount of time away from her business. In
addition, she incurred substantial security risk walking
and taking the bus with large amounts of cash. Now
with M-PESA, the process is simple and safer. At any
time during the repayment period, when the customer
has the cash flow to make her repayment (or even a
portion of the repayment), she can walk to a nearby MPESA agent, load money into her account, and send the
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electronic value to the SMEP account directly. Meetings
with the loan officer now involve quick verification of
the transaction, which allows the customer to return to
her business faster.
While there is no doubt that m-banking can benefit
existing customers, there is less evidence to suggest that
m-banking will help MFIs reach new customer
segments with their core product, group loans. Microcredit methodology is very dependent on human
contact. Loan officers are well known in the
communities in which they operate, and frequent faceto-face meetings are essential to strengthen the social
capital on which the methodology is based. Even if
clients can make loan repayments far from a branch (via
agents), the loan officer still needs to be close to both a
branch and his clients. However, those MFIs offering a
wider variety of products (such as individual loans and
savings) can make wider contacts thanks to m-banking.

Loan officers are well known
in the communities in which they
operate, and frequent face-to-face
meetings are essential to strengthen
the social capital on which the
methodology is based.

For example, Tameer Microfinance Bank in Pakistan
(in conjunction with Telenor, an MNO) launched its
easypaisa service in 2009. The easypaisa service allows
people to send transfers and pay bills through Telenor’s
agent network. In the six months following the first
payment product launch in October 2009, Tameer
processed well over one million transactions on behalf of
approximately 500,000 customers. New customers of
Tameer Microfinance Bank, not its existing customer
base, did most of these transactions. However, it is rare
that MFIs are able to offer these kinds of products.
Washington D.C., USA, 7-8 October 2010
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The third benefit MFIs can expect to see from mbanking is lower operational costs. Early evidence
suggests that m-banking can reduce operational costs
for MFIs and that these costs can be passed on to
customers in the form of lower interest rates. MFIs in
Kenya and Tanzania that have linked in to M-PESA say
that credit officers spend less time in meetings,
allowing them to reach more customers quicker and
increasing their productivity. There is a significant
reduction in travel time and costs for loan officers. For
those institutions that still handle cash, this can reduce
the time loan officers spend in bank branches and the
risks associated with this. Eventually, MFIs should be
able to reduce interest rates for customers.

MFIs in Kenya and Tanzania that have
linked in to M-PESA say that credit officers
spend less time in meetings, allowing them
to reach more customers quicker.

Strategic preparation
Micro-finance institutions are eager to take advantage
of the potential of m-banking to bring convenient and
low-cost access to financial services to customers’
fingertips. As MNOs and large banks take the lead in
developing m-banking services in the coming years,
there will probably be many more examples of MFIs
using these services in different ways. Both MFIs and
their customers will benefit from the intersection of mbanking and micro-finance, and these benefits will be
greatest for MFIs who prepare strategically and consider
carefully the timing and method of their investment.
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dedicated to advancing financial access for the world’s poor. It
is supported by over 30 development agencies and private
foundations who share a common mission to alleviate poverty.
Housed at the World Bank, CGAP provides market
intelligence, promotes standards, develops innovative solutions
and offers advisory services to governments, micro-finance
providers, donors, and investors. CGAP’s Technology Team
conducts research and funds projects related to branchless
banking. This programme is co-funded by the Bill & Melinda
Gates Foundation and the UK Department for International
Development. Our blog can be found at
http://technology.cgap.org/.
Media inquiries:
Jeanette Thomas
Consultative Group to Assist the Poor (CGAP)
MSN P 3-300
The World Bank Group
1818 H Street, N.W.
Washington DC 20433
USA
Tel: +1 (202) 473 9594
Fax: +1 (202) 522 3744
Email: cgap@worldbank.org
Websites: www.cgap.org, www.microfinancegateway.org

ECSAFA believes that one of the principal
contributions the accountancy profession can make
towards the economic development of countries in
Africa is through improving governance in both the
public and private sector.

This can be done through the
accountancy profession in
each country partnering with
institutions that are charged with
strengthening governance through
transparency, accountability and
good ﬁnancial management.
ECSAFA encourages the
accountancy profession to
partner with: the Ministry of
Finance, the Ofﬁce of the
Supreme Audit Institution, AntiCorruption Agency, the Central
Bank and other regulatory bodies
to further good governance.
ECSAFA on its part works with
the East and Southern Africa
Association of AccountantsGeneral – ESAAG and the
African Organisation of Supreme
Audit Institutions. ECSAFA
also cooperates with regional
economic blocs such as the
South African Development
Community (SADC), Common
Market for East and Southern
Africa (COMESA) and the East
African Community (EAC).
ECSAFA is currently working
towards the harmonization of

accountancy education and
training in order to facilitate mutual
recognition among accountancy
institutes as well as facilitate
cross-border movement of
professional accountants. The
World Bank is providing funding
for this project.
ECSAFA is looking to improve
the quality of ﬁnancial reporting
at all levels of the ﬁnancial
information supply chain.
ECSAFA will be seeking to work
with national Governments,
professional accountancy bodies
and the donor community
towards the development of
technician level accountancy
education and training.
ECSAFA seeks to work with
national governments and
development partners to
establish accountancy institutes
in countries where such institutes
are not yet formed.
ECSAFA seeks works with its
member institutes to develop
ﬁnancial reporting frameworks
that meet the needs of the users.
In addition to the International

Financial Reporting Standards
and the International Financial
Reporting Standards for Small
and Medium Enterprises, ECSAFA
has developed a Micro-Entities
Financial Reporting Framework
which member institutes may
adopt as a Standard or a
statement of good practice.

For more details about
ECSAFA, contact:
Mr. Vickson Ncube
Chief Executive Ofﬁcer, ECSAFA
CPA Centre, Ruaraka - Thika Road
P O Box 4259 – 00100
Nairobi, Kenya
Email: ecsafa@africaonline.co.ke
Website: www.ecsafa.org
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The implications
of social objectives
in micro-finance

Dr Ascanio Graziosi
Consultant

very micro-finance provider has the aim of tackling poverty. There are, however, many different
definitions of the function of micro-finance institutions, many directly contradictory with each
other; the differences stem from the way visionaries, practitioners, funding agencies, governments,
charities and profit organisations put the service into practice. In this article the author considers the
perceived conflict between business and social objectives, and offers a checklist of strategic decisions.

E
I

n some ways there is nothing new about micro-finance
– indeed credit groups of this kind date back to the
19th century, with a European style of operation. What is
currently thought of as the micro-finance movement
dates back to the 1970s, when tiny credits were
distributed to small farmers, mostly in kind, to supply
agricultural inputs to be repaid at harvest time. In the late
1970s a micro-micro-finance movement emerged, since
the traditional banking sector appeared to be oldfashioned and no longer able to support a free local
market system. In a social context, having the individual
borrower at the heart of the operation, priority was given
to exploring new ways of making everybody eligible for
credit. Modern micro-finance was born at that time.
By and large, even a fully profit-based business
achieves a social goal by creating jobs and paying
salaries. With this in mind, social enterprises have existed
for a long time; however, this way of doing business no
longer meets modern expectations. Any micro-financial
institution (MFI) has a mission with social value, which
is achieved by a wide range of organisations from charity
NGOs to full-scale banks.

Sustainability and social objectives
The problem is to know the degree of social objective in
an organisation’s mission, and then to determine how to
organise in order to achieve it in the most sustainable way.
The growth of the MFI movement has created great
expectations. MFIs have been seen as an instrument to
tackle poverty and promote micro-entrepreneurship, on
the grounds that as grass roots organisations they can
easily interact with their own environment. When the
Millennium Development Goals were derived from the
2000 UN Millennium Declaration, the micro-finance
movement had already achieved speedy growth.
At the same time those expectations have entered into
conflict with the survival of the MFI industry itself. All
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around the world the practitioners have been facing the
challenge of how to provide target beneficiaries with a
‘durable’ service.
There has been an ever-increasing and welcome
consensus about the fact that there is no contradiction
or conflict between financial and social performance.
Indeed, the field experience, among other lessons, has
demonstrated that the financial and social aspects can be
conjugated together and indeed complement each other,
while respecting good management practice.
Moreover, social enterprise objectives can be
quantified using established management benchmarks
based on considerable experience. Over the last three
decades the micro-finance industry has evolved along a
trend in parallel with the increased sophistication of the
services offered – mostly socially oriented – and new
management and evaluation methodologies have been
applied. Social performance metrics seem to be the
most recently acquired weapon in the business
management armoury.
Any MFI has to strive to reconcile social goals with
financial benchmarks while aiming at a social
performance target. In this kind of equation, social
performance is a function of good management practice, rather
than vice versa. This is a crucial point. The result is that
there could be as many definitions of social performance
as there are types of MFI because, although social goals
are a common denominator, the strategy to reach them
may be quite different.

The three development functions
In the context of a wide diversity of management
practices, the real question is: how much is a social
objective compatible with sustainable lending? The
answer is in the three main functions that should provide
management with a guide to the suitable deployment of
resources to reach the business target.
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In our view social performance in micro-finance is provided by
the achievement of an inclusive financial system in a country,
whereby each lender serves the market that suits its own
objectives and strategy. The implication is that all MFIs have
to work towards and build on an inclusive financial system.

It should be clear that although any MFI is socially
oriented, the degree to which it achieves a social mission
may be quite different, whether the organisation is in
the segment of enterprise development (accumulation),
income generating activities (increasing family income),
or food security (distribution of basic food to very
poor people).
Social performance = F (development; family income;
food security)
There is no universal management formula, but a set
of rules to be conceived in harmony with a particular
environment that includes factors such as tradition,
unwritten procedures, regulations and so on.
However, it must be taken into account that microcredit problems can’t be sorted out by the micro-finance
industry alone. Indeed, any change of behaviour needs
to come from all those involved in the business (lenders,
borrowers and sponsors), calling for management
education and awareness of how to use the resources –
aiming to improve governance and make policy-makers
responsible for providing the lenders with a receptive
environment.
To conclude, some considerations emerge from the
trends within the micro-finance movement as it reacts to
the present food crisis. Among other things, the
following major points have been emerging from our
field experience:
• By and large, successful micro-finance institutions do
not particularly lend to small farmers, but prefer to do
business with people living in areas near towns.
Incidentally, this business attitude could contradict the
micro-lenders’ declared objectives. This illustrates how
hard it is to achieve an inclusive financial system.
• The second consideration arises where there is
confusion between enterprise development and income
generating activities, as mentioned above. As it is
understood, the first one deals with the accumulation
process while the second aims at providing an income
to a family in disadvantaged conditions.
• The third consideration calls into question the MFI’s
efficiency and more specifically its implications in
growing the business. In our direct experience in some
African countries, situations have arisen where there
was a conflict of interest between expanding tiny loans
and achieving financial efficiency.
• The fourth consideration refers to the food shortages and
the related high prices, which are causing concern.
Increase of prices for basic food can complicate an
already precarious management of micro lending because

it can negatively affect both applicant creditworthiness
and the repayment capacity of the borrowers.
Every micro-finance organisation has the
responsibility to serve their own niche of market that is
compatible with their own objectives and resources.

Strategic choices
Currently the micro-finance industry faces the risk of
drifting away from management best practice, and losing
competitiveness. With this possibility in mind, the
industry should concentrate on these strategic choices:
• Keep in view the objective of achieving an inclusive
financial system.
• Prioritise management issues such as governance and
professionalism.
• Streamline lending within well-defined specific
objectives, having in mind visibility, transparency and
impact.
• Study ways of injecting more money into the
agricultural sector, with the aim of fulfilling social
objectives and making food accessible to everybody.
This will widen farmers’ access to finance and in so
doing break the vicious cycles of rural financing; and
in parallel, expand local rural markets, increasing
production and availability of food.
• Fix up affordable terms and conditions for loans,
especially with regard to interest, which in some
instances has been reported to be at an unbearable rate.
To conclude, being successful on the expansion side to
the detriment of sustainable lending could mean a waste
of resources; but being successful with sustainability to
the detriment of expansion could indicate poor
management and lack of vision. In practical terms,
sponsors, investors and practitioners should make it clear
whether the objective is food security, or enterprise
development, or income generation. Indeed, the
dilemma between growth and sustainability should not
exist, in the sense that there is no choice to make – the
solution is to apply a suitable lending practice for the
circumstances that apply.

Dr Ascanio Graziosi has a banking background and
specialisation in micro-finance. His main expertise is based
around project management, evaluation, banking, training,
guarantees fund and SME financing. He has collaborated
worldwide in 25 countries with the major international
development agencies: FED, EU-Tacis, EU-Phare, EU-EAR,
FAO, UNDP, World Bank Group, Ministry of Foreign Affairs
(Italian and Danish Co-operation).
London, UK
Tel: +44 (0) 7943 286549
Email: graziosiascanio@aol.com
Website: www.cambridgedata.com/GraziosiAscanio
Washington D.C., USA, 7-8 October 2010
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Rebuilding local
economies: a
shift in priorities

Anna White
Policy Analyst,
Share The World’s
Resources (STWR)

rom the burgeoning popularity of farmers’ markets and co-operatives to the revitalisation of
community banking, people are organising to reclaim the economy from large profit-driven
corporations and ‘too big to fail’ financial institutions. The small-scale and diversity of these local
initiatives masks the immense potential they hold for addressing fundamental flaws in the current
model of economic development. Rather than treat the swing towards the local as a fad or
misplaced radicalism, the policy community should work to support this alternative vision for
sustainable, human-scale development.

F

Why localise?
The concept of discriminating in favour of local
economies is by no means new. One of the most well
known advocates of protecting the local is none other
than John Maynard Keynes, as emphasised in his famous
essay of 1933, On National Self-Sufficiency:
“I sympathise with those who would minimise,
rather than those who would maximise economic
entanglements among nations. Ideas, knowledge, science,
hospitality, travel – these are things that of their nature
should be international. But let goods be homespun
wherever it is reasonable and conveniently possible, and
above all, let finance be primarily national.”
Of course, the world has changed in ways that Keynes
could not have anticipated. For contemporary advocates
of what is often referred to as ‘localisation’, the issues
extend far beyond the protection of local jobs and
industry. To dismiss supporters of small-scale,
community-oriented economic development as
protectionists – as many do – is to misconstrue both the
motivation and the methods of those involved. The
growing emphasis on greater self-reliance should instead
be considered in light of a number of unresolved crises
that are the unintended consequences of a globalised
economic framework: food insecurity, climate change,
peak oil and financial instability.

Hunger in the global food system
Global food production has increased significantly over
recent decades, yet so too has the number of people
suffering from chronic hunger. Recently revised figures
reveal that victims of global hunger remain at an
unacceptable high of 925 million (UN Food and
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Agriculture Organization, 2010). Lack of available food
supply is not the fundamental problem, as current
production levels are more than sufficient to meet global
needs. The structural causes of food insecurity are rooted
in an over-dependence on volatile international markets
in basic food commodities, both in developing and
developed countries.

Lack of available food supply is
not the fundamental problem, as
current production levels are more than
sufficient to meet global needs.

Market volatility – largely a result of speculative
activity – not only results in price hikes for the poorest
households who spend up to 90 per cent of their
income on food, but it can also push prices down for
farmers whose livelihoods depend on export crops. The
media and many NGOs have also paid much attention
to increasing malnutrition in agricultural areas where
cash crops, including biofuel crops, have replaced local
food production.
The conclusions of the International Assessment of
Agricultural Science and Technology for Development,
undertaken by 400 scientists under the auspices of the UN
and the World Bank, clearly state that the focus on export
crops has left many small-scale producers (the majority of
the rural poor) vulnerable to volatile international market
conditions and international competition, often from
subsidised producers in the North.
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Rebuilding local food economies is an important step towards
addressing the problems of volatility in global markets. Smallscale, diversified food production for local and regional
consumption is essential for creating more stable livelihood
opportunities for the rural poor in developing countries, and
also offers the best hope for ensuring national and regional
food security through increased self-reliance.
In industrialised countries, localising food production and
increasing food self-sufficiency is equally important. The local
food movement, most evident in the growing popularity of
initiatives such as community gardens and local farmers’
markets, seeks to address both sustainability and fairness in
the global food system. Concepts such as ‘food miles’ have
made consumers conscious of the carbon emissions associated
with long-distance trade in agricultural commodities, to the
point where supermarket chains now actively seek to stock
shelves with local produce.

The environmental costs of globalisation
Various reports by UN agencies over the past year
suggest that the worldwide drive towards globalisation
and urbanisation is taking an ever-greater toll on the
earth’s ecosystems. In particular, the twin spectres of
climate change and peak oil threaten the long-term
viability of current international trade patterns.
Trade forms a growing share of our increasingly fossil
fuel intensive global economy, and the transport it
depends on is one of the fastest rising sources of
greenhouse gas emissions. Not only are nations engaged
in ecologically wasteful ‘boomerang trade’ (exporting

and importing identical goods that could remain in
domestic markets), but many industrialised countries
now ‘outsource’ the true environmental impact of their
consumption patterns by importing goods and food
from other countries.
Under the Kyoto Protocol, greenhouse gas emissions
are allocated to the countries where the gases are
generated, not where the produce is consumed. A study
undertaken by the Carnegie Institute for Science found
that around one-third of EU nations’ CO2 emissions
were embodied in goods and services imported from
other countries, mainly in the developing world.
Globalised production patterns thus allow countries
with high levels of consumption to avoid responsibility
for CO2 emissions and other ‘negative externalities’ yet
to factor into the market price of goods.

Greenhouse gas emissions are
allocated to the countries where
the gases are generated, not where
the produce is consumed.

Price rises associated with peak oil production also
threaten the longer-term sustainability of current
production and trade patterns. In many parts of the
world, communities have become dependent upon
globalised supply-chains fuelled by cheap energy to
meet local needs.
Roadside stall in Vasco-da-gama, Goa, India.

© AaronC, Flickr

Prioritising local food

Washington D.C., USA, 7-8 October 2010
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As readily available oil supplies dwindle – which the
International Energy Agency has warned may be as
early as 2012 – the extraction of more energy- and
carbon-intensive fossil fuels (such as from the Canadian
tar sands) will further exacerbate the environmental
costs of globalised trade.

An alternative – trade subsidiarity
If governments seem sluggish in their response to these
problems, large numbers of the public do not. The
Transition Towns Network, one of the fastest growing
social movements in the world, aims to reduce the
ecological impact of economic activity by building
resilient, diversified local economies. Through projects
such as local currency schemes, community gardens and
re-skilling workshops, people are self-organising to
rejuvenate localised economic activity and reduce fossil
fuel usage.
The aim of such initiatives is not communal autarky,
but rather to realign the production and distribution
of goods and services within ecological limits while
still ensuring basic human needs are secured. Supporters
of localisation recognise that economies of scale are
essential for efficient production in some areas, such as
in the manufacturing of electronic goods. But where
there are major environmental and social benefits in
producing on a smaller scale, local trade should be
prioritised.

Through projects such as local currency
schemes, community gardens and re-skilling
workshops, people are self-organising to
rejuvenate localised economic activity and
reduce fossil fuel usage.
A global economy organised along these lines would
naturally reflect the principle of trade subsidiarity. While
political subsidiarity involves devolving decision-making
to the lowest practical level, extending the concept of
subsidiarity into the realm of production and
consumption would encourage goods to be traded as
locally as possible.The environmental benefits are twofold.
Firstly, replacing large-scale, energy-intensive production
and transport systems with localised small-scale, labour
intensive systems would help countries to drastically
reduce greenhouse gas emissions. Secondly, it would also
reduce the ‘out of sight, out of mind’ effect that allows
rich nations to avoid the environmental consequences of
their over-extended consumption patterns.

Financial crisis: an opportunity for reform?
The 2008 financial crisis exposed deep flaws in the
neoliberal approach to economic development that has
dominated policy-making since the 1980s. Government
intervention in the economy and the nationalisation of
many financial institutions proved essential in preventing
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system-wide collapse, despite the dominant laissez-faire
ideology. It is now clear that unregulated markets are not
intrinsically stable, nor do they lead to greater prosperity
for all. Policies to promote free trade and economic
globalisation have concentrated wealth in the hands of a
few, while communities everywhere have become more
vulnerable to shocks in the global market and a ‘race to
the bottom’ in labour and environmental standards.

It is now clear that unregulated
markets are not intrinsically stable, nor
do they lead to greater prosperity for all.

With little consensus on what should replace the status
quo in economic policy-making, the G20 has directed all
its efforts to saving the free market global economy –
leading to an even greater reliance on export-led growth,
reduced barriers to trade and increased capital flows
between states. Frustrated by a perceived lack of sufficient
action from governments, many people are moving to
reclaim control over the economy themselves through
alternative business and banking practices. An increasing
number of community banks and credit unions are
seeking to redirect finance towards long-term investments
in local business and social enterprise. The boom in
micro-credit is also bolstering social investment in the
poorer regions of developing countries, enabling people
to start up localised enterprises in areas often neglected
by traditional finance. And alternatives to the corporate
business model, such as co-operatives, social enterprises
and family-owned businesses, are receiving renewed
support to encourage local ownership and production.
With many long-held economic maxims under
serious review, a great opportunity exists to build a fairer
and more sustainable global economic infrastructure.
Instead of rolling back the regulatory powers of the state
in the hope that the globalised free market will act as the
lever of economic growth and widespread affluence,
members of the Commonwealth should work together
to foster resilience and diversity at the local level.

A new policy framework
Although strengthening local economies depends upon
bottom-up development and widespread participation at
the local level, the wider policy environment is equally as
important. Current grassroots efforts to ‘go local’ are
hampered by national and international policies geared
towards encouraging comparative advantage in a liberalised
global economy. To allow this marginalised movement to
reach the mainstream clearly requires a wholesale shift in
the priorities of economic policy-making.
As the specific conditions for encouraging locallyoriented business vary from country to country, the
recommendations listed here are necessarily broad. These
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are but the first steps in creating an alternative economic
framework in which sustainable, resilient local
economies can flourish:
Internalise environmental costs of production and
transport to provide the right kinds of incentives for
more efficient and environmentally-friendly local forms
of production and consumption in a range of industries.
This can be achieved through ecological tax reform
and/or pricing mechanisms for the use of natural
resources and ecosystem services, as well as the removal
of public subsidies for fossil-fuel-intensive energy,
transport and agriculture.

Current grassroots efforts to
‘go local’ are hampered by national and
international policies geared towards
encouraging comparative advantage
in a liberalised global economy.
Renegotiate international trade and finance rules so
that their end goal is the regeneration of diversified local
economies. Trade agreements should be guided by the
principles of subsidiarity, sustainability and sufficiency,
thereby reducing the negative environmental and social
‘externalities’ associated with globalisation.
Facilitate the introduction of local currencies and
the set up of local banking and micro-finance institutions
to encourage long-term investment at a local level. This
can help provide the necessary financial assistance that
small businesses require to set up and operate.
Introduce and enforce rigorous anti-trust
legislation to break up concentrations of corporate
power and encourage local competition among small
businesses.
Develop alternative indicators of progress, beyond
GDP, that incorporate measures of well-being and
sustainability.

A new path of development
For many people, the motivation to rebuild local
economies goes beyond practical concerns about
economic stability and sustainability. It is rooted in a
deep dissatisfaction with the lifestyle promoted by an
economic system that globalises production and
consumption, placing profit and efficiency above local
participation and community. By actively discriminating
in favour of diverse and resilient local economies, the
governments of the Commonwealth can set their
countries on a new path of development – one that
fosters human flourishing and safeguards the planet for
future generations.

Anna White is a Policy Analyst at STWR, where she leads
research on environmental policy and socio-economic
development issues. She holds degrees in Political Science and
International Relations from the University of Melbourne and
the University of Western Australia.
STWR is a think-tank that advocates for natural resources such
as oil and water to be sustainably managed in the interests of the
global public, and for essential goods and services (including staple
food, adequate shelter and primary healthcare) to be made
universally accessible. As a non-governmental organisation with
consultative status at the Economic and Social Council of the
United Nations (ECOSOC), STWR works to influence policy
through research and publications outlining how to rapidly secure
basic human needs through greater international co-operation and
economic sharing.
Share The World’s Resources
PO Box 52662
London N7 8UX
UK
Tel: +44 (0)20 7609 3034
Email: info@stwr.org
Website: www.stwr.org
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Special Investment Destination: Niger State, Nigeria

Invest in Niger State –
The Power State
Niger State is located in the northern region of the Federal Republic of Nigeria. The state capital is
the city of Minna. Niger State shares a border with Kaduna State and Abuja to the north-east and
south-east respectively; Zamfara State borders the north, Kebbi State in the west, Kogi State in the
south and Kwara State in the south-west. The Republic of Benin borders the north-west by Agwara
local government area.

iger State is the largest state in
the country. It covers a land
area of approximately 74,244 square
kilometres, which is about 10 per
cent of the total land area of
Nigeria. About 85 per cent of the
land is arable.

N

Climate
The state experiences distinct dry
and wet seasons with annual rainfall
varying from 1,100mm in the
northern regions to 1,600mm in
the southern areas. The average
maximum temperature is 30ºC
while the average minimum is 22ºC.
The rainy seasons last for about 150
days in the northern parts to about
180 days in the southern regions of
the state. The fertile soil and
hydrology of the state permit the
cultivation of most of Nigeria’s
staple crops, and still allows sufficient
opportunities for grazing, fresh
water fishing and forestry
development.

Population and people
The population of Niger State is
about four million, with an annual
growth rate of 3.4 per cent. Eightyfive per cent of the populace are
farmers, while 15 per cent are
involved in vocations such as whitecollar jobs, business, crafts and arts.
Predominantly the peoples are
Muslims and Christians. Although
there are three main ethnic groups
(Nupe, Gbagyi and Hausa) there are
many other groups living happily
with one another; these include
108

Igbo, Yoruba and numerous other
groups hailing from all over Nigeria.

Economy
Niger State is blessed with rich and
fertile lands, of which many are yet
to be fully explored. The even
climate, annual rainfall and availability
of a wide variety of mineral and
agricultural resources all attest to the
economic potential of the state.
Some of the natural and mineral
resources that are found in the state
include: talc, gold, baliclays, silica,
sand, marble, copper, iron, feldspar,
lead, kaolin, cassiterite, columbite,
mica, quartzite and limestone.

The five Special
Economic Zones
In pursuance of the Niger State
Vision 3:2020, Special Economic
Zones were established in the state
to enhance economic activities,
industrial
production,
agroprocessing, tourism etc. These Special
Economic Zones are to be promoted
through public-private partnership
concept whereby strategic alliances
and symbiotic relationships will be
established between the Niger State
Government and interested private
parties. These Special Economic
Zones are the Industrial Parks, Minna
Airport City, Babana Transnational
Business City, Suleja Twin City
and Baro Inland. They will be the
means to bring to reality the Niger
State vision 3:2020 to be among
the top three state economies by the
year 2020.
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Niger State Industrial
Parks Development
Agency (NSIPDA)
The concept of the industrial
parks is to fast-track industrial
development
and
enhance
economic activities in industrially
disadvantaged areas through the
development of a world class
infrastructure with strategic business
support packages that will meet
the needs of industrialists and
manufacturers at all levels. The
industrial park concept occurs at
different levels and stages which
include parks, clusters, free trade
zones, and enterprise zones. The
objectives of NSIPDA is to promote
the development and growth of
the industrial sector of the state
economy through the establishment
and management of industrial parks,
clusters and enterprises zones; also
to promote technology acquisitions,
transfer and other innovative
Industrial parks
Garam Industrial Park (FCT/Niger
state border)
MAC Industrial Park (Minna)
BTBC Industrial Park (Babana
border)
Industrial clusters
Minna Industrial Cluster
Suleja Industrial Cluster
Bida Industrial Cluster
Kontagora Industrial Cluster
Enterprise zones
To be located in all the 25 local
government area headquarters

Special Investment Destination: Niger State, Nigeria

Road dualisation and installation of solar-powered street lighting

activities; and to establish strategic
alliances with the private sector.
Targeted economic sectors

• Agro-Allied and food processing
• Solid mineral processing
• Chemical and allied products
• Pharmaceuticals, medical and
health products
• Textiles and apparel
• Pulp, wood and furniture
• Advanced
materials
and
manufacturing,
automobiles,
machinery and equipment.

Minna Airport City
Project (MAC)
MAC is the platform for the
economic development of Niger
State. The area of the site is a zone
of approximately 42km x 42km
which stretches from Suleja in the
east to Bida in the west with Minna
as its centre. Niger State recognises
that airports are shaping business
locations and urban development in
the 21st century, as much as seaports
did in the 18th century, railways
in the 19th and highways in the
20th century.
MAC as an urban regeneration
project and will be the first of its
kind in Nigeria in terms of layout,
infrastructure and economy. It is
centred around the existing airport
on the outskirts of Minna. Careful
attention will be paid to the design
of MAC, so that it will be used as a
benchmark in urban planning. The
Government of Niger State believes
that if carefully planned and
executed, the Minna Airport City
projects will improve Northern
Nigeria’s supply chain networks and
business competitiveness, and that it

will go on to boost agriculture,
manufacturing, services and exports,
attracting tourists and new foreign
investment and positioning the
region as an economic centre for
west and central Africa. The aim is to
use the MAC project and its
derivatives to encourage a state-wide
shift from low subsistence production
and domestic consumption of goods
to an export-driven modern
economy with agricultural business
and industrial growth.
Components of the MAC
project

The MAC project will encompass
the airport, the enterprise zone,
manufacturing and industry,
commercial and retail developments,
transport links, residential zones,
public spaces, university and
education, agriculture, utilities,
tourism and hospitality, and a
medical zone.

Babana Transnational
Business City (BTBC)
BTBC was conceived to be a
catalyst for economic activities along
the border area of Niger State, with
tremendous economic, social and
political benefits to the country. The
benefits range from job and wealth
creation, increased agricultural
productivity and steady industrial
output, coupled with the promotion
of tourism, curtailment of smuggling
activities along the border, and a
reduction in illegal immigration.
The result will be increased
internally generated revenue for the
state authorities, and improved
border security.
BTBC components

An international border market will
be paired with an industrial multi-

activity centre. This will be linked
with the agricultural export
processing zone, an international
financial gallery and residential
provision for 6,000 people. There
will be a 4/5 star hotel and tourism
sections and a logistics/warehousing
unit, all supported by specially
planned utilities.

Suleja Twin City
In view of the acute accommodation
shortage in Abuja, Suleja, being the
nearest city, has attracted a major
influx of people, leading to a
population explosion in the city
coupled with extensive pressure on
the infrastructure and social amenities.
The Suleja Twin City project is
aimed at providing residential,
commercial, institutional and
recreational facilities such as
housing, hotels, restaurants, shopping
malls, recreational centres, etc. This
will be supplied with the necessary
infrastructure – water, electricity,
roads, internet facilities, cable TV
and communication services.
The role of the State Government
includes provision of land for
the project, facilitation of fund
acquisition through bond issues,
marketing, security and management
of the project during and after
construction.

Baro Inland Port
Baro is a town located in Katcha
local government area of Niger State.
It is an ancient harbour town with an
inland river port that was operational
from the late 18th until the 20th
century. The port fell into disuse until
2007, when the Federal Government
awarded a contract for the dredging
of the River Niger from the delta in

Washington D.C., USA, 7-8 October 2010
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the southern region of the country
to Baro in the north. This additional
facility will help the attainment of
Nigeria’s Vision 20:2020 – to be
among the top 20 world economies
by the year 2020.
Components of Baro Inland Port

As befits a port, there will be
logistics and warehousing, together
with manufacturing and processing
units, residential units, a commercial
complex and shopping malls, and a
centre for eco-tourism.

Financial institutions

Investment opportunities
in Niger State

Services for investors
and entrepreneurs

The provision of industrial
infrastructures is a prerequisite for
the establishment of any industrial
ventures. In recognition of this and
in order to attract genuine investors,
the State Government has provided
the following supportive services.
The State Government through the
Ministry of Agriculture and Rural
Development and the Niger State
Agricultural Development Project
subsidises agricultural inputs such as
fertiliser, pesticides, seeds and
seedlings, irrigation facilities, and the
provision of extension services.

The State and Federal Government
in conjunction with private sector
organisations have established
numerous institutions to assist
entrepreneurs in the establishment
of industries. These include:
• Niger Chamber of Commerce,
Agriculture and Industry
• Manufacturers Association of
Nigeria (MAN)
• Industrial
Development
Coordination Committee (IDCC)
• Niger
State
Development
Company
• Industrial Development Centre
(IDC).

Transport

Incentives

Minna serves as a gateway to the
Northern, Eastern and the Southern
States. Major towns in the state are
also linked to Minna through a well
maintained road network. Like most
states in the Federation, the state has
an established transport service, the
Niger State Transport Authority,
connecting with all the major towns
in the country. The new Minna
International Airport is linked with
all areas of Nigeria.

The Nigeria Government has put
in place a number of investment
incentives for the stimulation of
private sector investment from within
and outside the country. While some
of these cover all sectors, others are
limited to some specific investment
areas.These incentives include:
• Tax relief
• Import duty relief
• Foreign exchange remittance to
enable investors to repatriate part
of their profits
• Local industry protection
• Certificate
of
occupancy
guaranteed within 48 hours
• Establishment of industrial estates
in all parts of the state
• Provision of a complete
infrastructural facility at the
industrial estate
• Provision of a tax holiday by the
state government for the three
industrial zones.

Agricultural services

Post and telecommunications

Niger State has post offices in all its
major towns. These are also linked
to the national automatic telephone
exchange. All the local government
headquarters, industrial estates and
major towns have a GSM cellphone
network.
Water supply

Provision of water is imperative for
successful economic development.
Thus, the provision of water for
110

both domestic and industrial uses
has been given special priority. Most
of the villages in the state are
equipped with hand pumps for the
supply of water under the state’s
Rural Water Supply Scheme and the
UNICEF programme.
Financial organisations operate in
the state to provide services and
grant loans to approved businesses
and industrial enterprises.

Public-private partnership
investment opportunities
The building of 5,000 housing units in
Niger State
Gurara Waterfalls tourist centre
Garam Industrial Park
Suleja Twin City project
Minna Industrial Estate/cluster
Minna Airport City Project
Babana transnational border market
Minna 5-star hotel
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Beji inland port project
Tafa, Lambata, Mokwa and Tegina truck
parks
Garam Model City
Hostel accommodation in all the
tertiary Institutions
Zuma Rock International Tourist Centre
Minna-Bida toll road (dualisation)
Commercial agriculture
Solid minerals processing and
development
Development of tourism sites
Development of produce conditioning
centres
Agro-Allied processing projects
Industrial cluster development (four
locations)
Gurara hydropower project

Dr Muazu Babangida
Aliyu,The Chief
Servant of Niger State

Ministry of Investment, Commerce
and Cooperatives
Abdulkareem Lafene Secretariat
Paiko Road, PMB 11, Minna
Niger State
Nigeria
Niger State Development Company
No A44 Muazu Mohammed Road
PMB 114, Minna
Niger State
Nigeria
Website: www.nsdc.com.ng
Niger State website:
www.nigerstateonline.com
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Infrastructure –
the key to growth
in Africa

Alex Rugamba, Director for
Regional Integration and Trade,
the African Development Bank (AfDB)

f Africa is ever to eradicate extreme poverty and to develop sufficiently to be fully integrated into
the global economy, the continent’s infrastructure needs must be met – and quickly. Acting as a
catalyst, the Infrastructure Consortium for Africa (ICA) provides a platform to enhance and
accelerate the development of Africa’s infrastructure, through encouraging investment from both
public and private sources, while also advocating the removal of technical and policy blockages to
infrastructure development projects and programmes.

I

eliable access to water, energy, transport and
communications are the essential building blocks
of economic progress. The poor state of Africa’s
infrastructure cuts the continent’s economic growth by
2 per cent every year and reduces business productivity
by as much as 40 per cent. If Africa is to eradicate
extreme poverty and develop sufficiently to become
fully integrated into the global economy, the continent’s
infrastructure needs must be met, and met quickly.
Sound infrastructure – connects people, powers growth,
enables trade, reduces poverty.
According to the Africa Infrastructure Country Diagnostic
(AICD), the recent comprehensive study that was
initiated by the ICA (www.infrastructureafrica.org),
annual investment of US$93 billion over the next ten
years is required for Africa’s people to have access to
reliable and sustainable infrastructure. At present, about
half of this need is being met. And it is not all
international aid and other overseas funding – about
two-thirds of the US$45 billion currently spent on
infrastructure in Africa is financed by African taxpayers
and consumers.
About one-third of this US$93 billion annual investment
is required for maintenance, and two-thirds for capital
investment. This investment would help to, for example:
• Develop a further 7,000 megawatts a year of new
power generation capacity;
• Lay 22,000 megawatts of cross-border transmission
lines;
• Complete the intra-regional fibre-optic backbone
network and the continental submarine cable loop;
• Interconnect capitals, ports and other major cities with
good-quality transport links;
• Provide all-season road access to high-value
agricultural land;

R

• Halve the number of people with no access to clean
water and sanitation;
• Increase, by 10 per cent, the number of households
with an electricity supply;
• Provide 100 per cent public access to the internet and
to mobile voice signals.

Energy – Africa’s largest infrastructure
challenge
The 48 countries of sub-Saharan Africa, with 800 million
people, generate roughly the same power as Spain, with
45 million people. Less than one person in five has access
to electricity – if all Africa’s power were to be harnessed
for household use, it would be barely enough to power
one light bulb per person for six hours a day.
To meet suppressed demand, provide capacity to
support the roll-out of electrification and keep pace
with projected economic growth, 7,000 MW of new
generation capacity must be built each year for the next
ten years. This is seven times the annual average of
capacity installed over the last ten years. And 44,000 MW
of existing generation capacity needs to be refurbished.
Africa has abundant cost-effective energy resources,
chiefly hydropower. However, these resources are usually
far from the major demand centres, while developing
them would be beyond the means of the countries
where they are found. The solution is regional power
trading. Harnessing and trading these energy sources
could produce savings of as much as US$2 billion each
year. Moreover, the development and trading of
additional hydropower resources would save 70 million
tonnes of carbon emissions annually.
Addressing Africa’s chronic power problems and
implementing regional trade will require investment in
power infrastructure of about US$40 billion per year.
Washington D.C., USA, 7-8 October 2010
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Transport – integrated networks required
Inter-African trade stands at less than 10 per cent of all
African GDP and Africa’s share of world trade is only
2 per cent. The poor and inadequate state of much of
Africa’s transport network is holding many countries
back from competing effectively on the global market.
Effective multimodal transport – where roads, railways,
air and water transport work seamlessly together – can
contribute significantly to growth and productivity.
However, poor linkages among transport modes in
Africa cause long delays and raise costs in the movement
of international freight. Africa’s landlocked countries are
the most affected by these issues – hence the growing
movement toward regional collaboration to facilitate
trade along key transport corridors.
Africa’s transport sector requires investment of about
US$18 billion a year, about half of this is for maintenance
and operations.

Water supply and sanitation – targets
remain elusive
At current levels of investment, Africa is unlikely to
meet the Millennium Development Goal (MDG) of
halving, by 2015, the number of people without access to
clean water. The long-term goal of universal access to
clean water in Africa remains distant. Indeed, with
high population growth, particularly in urban areas,
the population covered by improved water supply has
not expanded.
The sanitation MDG – to halve, by 2015, the number
of people without improved sanitation – is also unlikely
to be met. A third of Africans do not have access to
even the most basic form of latrine. And only half use
either a properly-engineered latrine or a flush toilet.
While some countries have upgraded sanitation, the
overall picture remains bleak unless investment in
infrastructure is scaled up.
The annual spending needs of Africa’s water and
sanitation sector are US$22 billion.

ICT – some impressive progress
Sub-Saharan Africa has seen dramatic growth in
information and communication technology (ICT)
access over the last decade, mainly in mobile
telecommunications. The number of mobile phone
users in Africa has grown from 10 million in 2000 to
more than 190 million today. This has been made
possible by private sector investment in excess of US$20
billion between 1992 and 2005. For the first time, lowincome households have service access – due to the
widespread use of prepaid phone services.
However, the growth in fixed telephone lines has
stagnated, and in some countries has even declined.
The growth of internet connections has also slowed.
A shortage of high-capacity backbone infrastructure
to carry traffic between fixed points in the
network restricts the development and growth of
broadband internet.
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Africa’s need for investment in ICT is relatively
modest at US$9 billion per year, most of which will
come from the private sector.

The role played by the ICA
The ICA aims to enhance and accelerate the
development of Africa’s infrastructure, through
encouraging investment and seeking to remove technical
and policy blockages.
A key aspect of the co-ordination work is engagement
with other key donors and financiers. Progress has already
been made in reaching out to China and close contact
has also been established with members of the Arab Fund
Coordination Group. This outreach work will continue,
with closer collaboration and the exploration of
additional partnerships with other donors.
Encouraging the interest of the private sector in
Africa’s infrastructure will also be an important aspect of
the ICA’s ongoing work – not only the interest of
potential investors but also contractors and operators.

Latest infrastructure investment
commitments
Information gathered by the ICA for its 2009 Annual
Report shows that the level of external support
committed for investment in infrastructure
development in Africa rose by over 5 per cent in 2009
to US$38.4 billion. The level of commitments from
ICA members, both countries and the international
institutions, rose dramatically by 40 per cent to
US$19.5 billion in 2009. This increase ‘in a large part’
was in response to the challenges arising from the global
financial crisis. It helped to maintain previous levels of
commitment to African infrastructure by, in some cases,
replacing defaulting private financiers in certain large
infrastructure projects. Private sector support in 2009
totalled US$11.4 billion, a 20 per cent reduction
compared with the previous year. China, India and the
Arab nations committed US$7.5 billion in 2009,
thereby maintaining their support at about the same
level as 2008.
At their Gleneagles summit in 2005, the G8 nations
committed themselves and other donors to double the
level of official development assistance to Africa by
2010. In the infrastructure sector this has more than
been achieved, and it has been done a year early, as the
level of donor support for infrastructure development in
2005 was US$7 billion.
Other financing sources – such as China, the Arab
Fund Coordination Group, Korea and India – make a
major contribution to bridging the funding gap for
infrastructure development. And, of course, domestic
finance from within Africa should not be underestimated
– half the money invested in infrastructure development
in Africa is raised from within Africa itself. But there is
no doubt that one of the biggest challenges faced
by Africa is to further engage the private sector
and to encourage them to consider opportunities in
African infrastructure.

Infrastructure for Development

Financial commitments for infrastructure in Africa in
2009 – highlights
• External financial commitments towards infrastructure
development in Africa in 2009, from all external sources,
totalled US$38.4 billion – an increase of 5 per cent on 2008.
• ICA members contributed US$19.5 billion, half the total
commitment – an increase of over 40 per cent compared
with 2008.
• China, India and Arab nations committed US$7.5 billion in
2009.
• Private sector support decreased by around 23 per cent from
2008, to about US$11.4 billion.
• The transport sector received 38 per cent of 2009 financial
commitments, and the energy sector 35 per cent.
The big picture – minimum external financial support to African infrastructure.

Focus on regional infrastructure solutions
There can be no doubt that improving access to reliable
energy and water resources as well as ICT and transport
corridors that link the countries of Africa is vital to
increase the rate of economic growth and to accelerate
the achievement of the MDGs.
A key focus of the ICA’s ongoing activity will therefore
be regional infrastructure, given that accelerating the
delivery of regional infrastructure will require increased
harmonisation and co-ordination among all players,
including national governments and regional institutions.
The importance of co-ordination and the contribution of
all partners and financiers, including the private sector, in
helping to bridge the funding gap for regional
infrastructure is widely recognised.

Half the money invested in
infrastructure development in Africa
is raised from within Africa itself.

A priority will be to support the Programme for
Infrastructure Development in Africa (PIDA), launched
recently by the African Union. PIDA will develop a
framework for the development of regional and
continental infrastructure with the objective of
promoting economic development and poverty
reduction in Africa through improved access to
integrated networks and services.

The challenges ahead
Africa has huge infrastructure requirements. The annual
investment funding needs are daunting, and a big
funding gap remains to be filled. But the level of current
investment, both from external sources and from within
Africa itself, is considerable, and will continue to grow
over the next decade, and beyond.
There is much to do in the years ahead to close the
infrastructure gap between Africa and other parts of the

world, and to encourage greater regional integration.
While the ICA is not a financing agency, it acts as a
platform to catalyse and better co-ordinate donor and
private sector financing of infrastructure projects.
Members of the Consortium in close collaboration with
other key stakeholders are totally committed to making
a major contribution to Africa’s development.

Alex Rugamba is Director for Regional Integration and Trade
at the African Development Bank, which hosts the ICA, and is
the ICA’s Coordinator. Previous positions held at the Bank
include Sector Manager for Transport and Representative in
Mozambique. Mr. Rugamba holds a Masters degree in
Highway Engineering from the University of Birmingham.
Launched at the Gleneagles G8 Summit in 2005, the ICA
has the role of helping improve the lives and economic well
being of Africa’s people through encouraging, supporting and
promoting increased investment in infrastructure in Africa. All
G8 countries are members of the ICA – Canada, France,
Germany, Italy, Japan, Russia, United Kingdom, United
States. Membership from the African side is led by the African
Development Bank and the Development Bank of Southern
Africa. The multilateral agencies that are members of the ICA
are: the World Bank, International Finance Corporation (IFC),
European Commission (EC) and European Investment Bank
(EIB). The ICA also works closely with other important
sources of finance for Africa, such as China and countries from
across, the Arab world.
ICA Secretariat
c/o African Development Bank
BP 323 – 1002 Tunis Belvedere
Tunisia
Tel: (+216) 71 10 2982
Fax: (+216) 71 10 3788
Email: icasecretariat@afdb.org
Website: www.icafrica.org
Washington D.C., USA, 7-8 October 2010
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Special Feature by National Automotive Council of Nigeria

The Nigerian automotive
industry: ripe for investment
he National Automotive Council (NAC) strives to ensure the survival, growth and integrated
development of the Nigerian automotive industry using local human and material resources
by providing institutional support to automobile, components and parts manufacturers. The
automotive industry occupies a central place within the industrial sector and has been the vehicle
of economic growth, leading to technological advances and creation of significant employment
opportunities. By 2020 Nigeria hopes to be one of the 20 largest economies in the world due to its
investment in the automotive industry. In order to ensure its development the Nigerian
Government have produced an Automotive Policy and established the NAC to implement it.

T

An engine of growth
The automotive industry is widely
recognised as an engine of growth
and development because of its
potential for forward and backward
linkages. There is sufficient evidence
to suggest that the sector has led to
the growth and development of
advanced nations and represents
an opportunity for less developed
countries such as Nigeria to grow.

with rich countries becomes an
important force for economic
growth.”

The need for a centre
stage
It was in recognition of the need to
quickly diversify into the production
of sophisticated and technically
demanding activities for sustained
growth that caused the federal

The automotive industry represents an opportunity
for a developing country to quickly diversify into more
sophisticated, technically demanding activities that
support higher rates of economic growth.
A close study of the development
path of emerging economies such
as Malaysia, India, and Singapore
clearly suggest that the automotive
industry represents an opportunity
for a developing country to quickly
diversify into more sophisticated,
technically demanding activities that
support higher rates of economic
growth. Dani Rodrick of Harvard
University in his draft submission:
Industrial development – Stylised facts
and policies asserted that:
“By starting to produce goods
that countries much richer than
them are currently producing,
poor countries enlarge the scope
of productivity improvements.
Convergence in productivity levels
114

government of Nigeria to invest
heavily in the basic, intermediate
and end-user industries in the 1970s
and 1980s. Twenty years later,
however, the growth anticipated
was not forthcoming because the
automotive industry in Nigeria did
not occupy centre stage. Engineer
Otis Anyaeji, the pioneer Chairman
of the Governing Council of the
NAC perceived in his submission to
the National Assembly on occasion
of a public hearing in 2007 that:
“In both the developed and
developing countries that had
succeeded with their industrialisation programmes, the strategic
importance of the automotive sector
was such that the success of the
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overall industrialisation of each of
those nations hinged critically on the
development of their automotive
industry.”

The NAC fuels progress
Understandably, the auto industry
has continued to be undermined by
a number of inhibiting factors,
which includes the lack of basic
industrial infrastructure, the high
cost of industrial services, the erratic
supply and high cost of utilities as
well as inconsistency in government
policy thrusts. The greatest inhibitor
to realising the full potential of the
automotive industry in Nigeria
seems, however, to be lack of access
to funding.
The NAC has helped to remedy
the lack of growth in Nigeria’s
automotive industry, in part through
the establishment of the Automotive
Development Fund (ADF). In a
nationwide survey carried out
assessing the impact of the ADF it
was established that the fund has
substantially eased the access to
long-term loans. To ensure, the
success of projects sponsored by the
ADF, various overseas professional
automotive agencies/bodies and
technical partners have been
identified for collaboration with
various aspects of the automotive
industry. This was to ensure
automotive industry practitioners
are exposed to modern methods of
manufacturing and other best

Special Feature by National Automotive Council of Nigeria
practices. The Council also placed
emphasis on the capacity building of
its staff in the area of project
analysis and evaluation, project
implementation and monitoring to
support the envisaged increase in
applications for loans from Nigerian
automotive industry practitioners.

already facilities for the assembly of
cars and light commercial vehicles.
Most of these facilities are currently
not fully utilised and could be used
by potential entrepreneurs. There
are also well established component
suppliers who will supply some of
the auto components required.

The intention of the National Automotive Policy is to
ensure the survival, growth and development of the
Nigerian automotive industry with a view to enhancing
the industry’s contribution to the national economy.
In a Joint Auto Summit, organised
by the National Assembly’s House
Committee on Industry and the
NAC, the Summit recognised the
need to identify the automotive
industry as a strategic industry and
noted that the government should
adopt policy-based finance for its
development. The long-term plan
for the automotive industry in 2010
is to develop synergy to actualise
the implementation of a National
Automotive Policy.
The intention of the National
Automotive Policy is to ensure the
survival, growth and development
of the Nigerian automotive
industry with a view to enhancing
the industry’s contribution to the
national economy, especially in
the areas of transportation of
people and goods. In addition, the
establishment of an Automobile Test
Centre will be pursued to enable
the complete testing of vehicle parts
and promote the production of
globally competitive automotive
products to sustain domestic
demand and take advantage of
export opportunities.

Opportunity to invest
The automotive industry in Nigeria
has tremendous opportunities for
investment in the manufacture
of vehicles, spare parts and
components. The industry is over
three decades old and has the
capacity to produce 108,000 cars,
56,000 commercial vehicles, 6,000
tractors, 1.2 million motorcycles and
1 million bicycles annually. There are

Other areas that need investment are
in establishing industries for making
automotive components like press
shops, forge shops and precision
machine shops that are lacking.
About half of the five million
vehicles registered in the country
were pre-owned and would require
frequent maintenance. Considering
this there is a vast scope for the
manufacture and servicing of
replacement parts. The high demand
for used vehicles translates into a
need for new investment in the
manufacture of low cost vehicles.
A low cost utility vehicle would
serve the needs of the majority of
Nigerians who live in rural areas.

Aminu Jalal,
Director General,
National Automotive
Council of Nigeria

The NAC was established in
1993 and is responsible for the
implementation of the Automotive
Policy in Nigeria. They are working
to standardise and rationalise the
industry, accelerate technological
development, increase employment
opportunities and private sector
participation in order to establish
a flourishing industry ripe for
investment.
National Automotive Council
23 Parakou Crescent
Off Aminu Kano Crescent
Wuse II
P.M.B 320
Garki
Abuja
Nigeria
Tel: +234 (0) 707 220 6911-3
Email: aminujalal@nac.gov.ng
aminujalal@yahoo.com
Website: www.nac.gov.ng

The Nigerian automotive
industry offers significant
investment opportunities
in the manufacture and
maintenance of vehicles,
their components
and spares.
The Nigerian automotive industry
offers
significant
investment
opportunities in the manufacture and
maintenance of vehicles, their
components and spares. This is
particularly true as the government is
desirous of ensuring that more
components are produced locally.
Nigeria also has the potential to
become the vehicle-manufacturing
centre for the economic community
of West African States.

Washington D.C., USA, 7-8 October 2010
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The impact of energy
infrastructure investments
on the Asia-Pacific
Commonwealth
countries

Biswa Nath Bhattacharyay
Lead Professional and Advisor to Dean,
Asian Development Bank (ADB)

sia and the Pacific region accounts for about 60 per cent of the world’s population, and 30 per
cent of the world’s total land area. Even though this region has witnessed remarkable growth
during the past two decades, it still lags behind developed economies in terms of standard of living
and quality of life (including the quantity and quality of basic infrastructure) – in fact, two-thirds of
the world’s poor reside in the developing Asia Pacific region. The region is home to eighteen
Commonwealth member countries, namely Australia, Bangladesh, Brunei Darussalam, India, Kiribati,
Malaysia, Maldives, Nauru, New Zealand, Papua New Guinea (PNG), Pakistan, Singapore, Sri Lanka,
Samoa, Solomon Island, Tonga, Tuvalu and Vanuatu. This paper will discuss the needs and impact of
investment in energy infrastructure in developing Asia-Pacific Commonwealth countries.

A

O

ne of the major factors behind the high growth in
Asia and the Pacific region (henceforth referred to
as Asia) is rapid infrastructure development for increased
connectivity and the formation and expansion of East
Asian production networks. Despite the progress in
infrastructure development, much more remains to be
done to meet basic infrastructure needs and enhance
infrastructure connectivity in energy, transport and telecommunications. For example, it is estimated that as
many as 930 million people in Asia do not have access
to electricity.

Energy is the most important infrastructure for
sustaining economic growth and meeting basic needs.
Primary energy demand of Asia is expected to increase
by 45 per cent between 2006 and 2030 at an annual
growth rate of 2.8 per cent, compared with 1.6 per cent
for the world (Table 1). Developing Asia, led by the
People’s Republic of China and India, accounts for 87
per cent of the increase in demand for energy in the
next 20 years, from 2010 to 2030. Asia, with its large and
increasing population and high rates of economic
growth, is required to enhance investments in energy

Table 1. World primary energy demand by region (million tonnes of oil equivalent)
1980

2000

2006

2015

2030

2006-2030*

OECD

4,072

5,325

5,536

5,854

6,180

0.50%

Non-OECD

3,043

4,563

6,011

8,087

10,604

2.40%

Eastern Europe / Eurasia

1,267

1,015

1,118

1,317

1,454

1.10%

Asia

1,072

2,191

3,227

4,598

6,325

2.80%

People’s Republic of China

604

1,122

1,898

2,906

3,885

3.00%

India

209

460

566

771

1,280

3.50%

Middle East

133

389

522

760

1,106

3.20%

Africa

278

507

614

721

857

1.40%

Latin America

294

460

530

671

862

2.00%

World

7,223

10,034

11,730

14,121

17,014

1.60%

EU

n/a

1722

1,821

1,897

1,903

0.20%

Note: * Average annual rate of growth, and includes traditional and modern users.
Source: IEA World Energy Outlook 2008
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This calls for significant energy investment to achieve
full electrification in developing Asian countries.
Asia would require almost US$8.22 trillion (in 2008
dollars) over the period 2010-2020 for its overall
infrastructure investment needs in electricity,
transportation, telecommunications, and water and
sanitation. This estimate is based on infrastructure
investments requirement for 32 major developing Asian
countries. Out of this, power demand itself would be about
3.17 per cent of total projected GDP or US$3.9 trillion.
Among the seven Asian countries that represent
some 95 per cent of total estimated infrastructure
requirements are three Commonwealth countries –
India, Pakistan and Malaysia. Investments for electricity
generation form a sizeable portion of projected total
national investments. Among Commonwealth member
countries, India’s needs are the highest at US$6.3 billion
or 3.23 per cent of projected GDP during the period
2010-2020, followed by Malaysia, Pakistan, and
Bangladesh (Table 3).
The quality of electricity supply is one of the major
determinants of the competitiveness of a country.
In terms of quality of electricity supply, among
Commonwealth countries in Asia, Singapore leads at 6.7
points on the WEF scale, followed by Australia at 6.0 and
Malaysia at 5.7, whereas Bangladesh has a low rank of
1.8. This indicates the urgent need for enhancing the
quality of electricity supply in the region.

Table 2. Comparative trends in household electrification
in selected Commonwealth countries
Countries/regions

Household electrification rates
(% of households)
Earliest year

Latest year

18

47

South Asia
Bangladesh

2000

2007

Pakistan

60

1990

89

2006

India

51

1991

68

2005

Sri Lanka

…

…

81

2002

Kiribati

…

…

39

2005

Papua New Guinea

…

…

11

1996

Samoa

79

1991

92

2006

Solomon Island.

…

…

16

1999

Tonga

80

1994

89

2006

Vanuatu

18

1994

19

1999

The Pacific

… data not available. Source: ADB (2009)

infrastructure to match its increasing energy
consumption.

Energy infrastructure investment
requirement

Impact of energy investment

An assessment of the household electrification rates
shows that despite good progress a large proportion of
households still do not have access to electricity supply
(Table 2). The electrification rate varies widely from 11
per cent in Papua New Guinea to 92 per cent in Samoa.

Access to household electricity supply is directly linked
to economic growth that is central to sustained poverty
reduction. The Millennium Development Goals
(MDGs) recognise that widening access to energy

Table 3. Estimated Electricity Infrastructure Needs in Selected Commonwealth Countries: 2010-2020
Country

Electricity needs

Investment as
% of projected
GDP

Total investment Electricity
per year
investment
per year

WEF ranking
on quality of
electricity
supply

2008 GDP
per capital
(constant
2008 US$)

(US$ million)

Electricity

Total

(US$ million)

(US$ million)

Pakistan

57,864

2.68%

8.27%

16,233

5,260

2.2

650

Malaysia

124,451

4.42%

6.68%

17,099

11,314

5.7

5,151

Bangladesh

15,543

1.24%

11.56%

13,173

1,413

1.8

462

India

631,032

3.23%

11.12%

197,497

57,367

3.2

718

Sri Lanka

5,534

1.00%

6.85%

3,446

503

4.6

1,199

The Pacific

—

—

3.55%

548

—

—

840

Kiribati

—

—

5.65%

7

—

—

826

PNG

—

—

4.35%

383

—

—

676

Samoa

—

—

4.70%

22

—

—

1,739

Solomon Is

—

—

4.13%

31

—

—

1,136

Tonga

—

—

3.71%

10

—

—

1,666

Vanuatu

—

—

4.13%

28

—

—

1,339

Total Asia

3,997,751

3.17%

6.52%

747,500

363,432

—

1,272

Note: estimates obtained using low case scenario. — data not available or negligible.
Source: Author’s calculation, ADBI (2009), Bhattacharyay (2010), and WEF Global Competitiveness Report 2009-2010
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Table 4. Present discounted value of net income gains
from pan-Asian connectivity
Country/region

Transport, communications
and energy (in 2008 $ billion)
2010-2020 Post 2020 Total

(million tonnes)

1998

2008

East Asia

Developing Asia

4,430.3

8,550.4

12,980.7

Singapore

104.54

159.48

NIEs

268.2

472.2

740.4

Malaysia

102.85

162.38

People Republic of China

1,247.7

2,301.5

3,549.2

Malaysia

278

551.9

829.9

Bangladesh

24.15

48.71

Bangladesh

100.3

158

258.3

India

912.41

1,494.88

India

1,049

2092.6

3,141.6

Pakistan

99.23

147.75

Pakistan

50

93.1

143.1

Sri Lanka

8.99

13. 34

Sri Lanka

30.6

58.6

89.2

The Pacific

Central Asia

163.7

304.5

468.3

Kiribati

0.02

0.04

Rest of Developing Asia

210.4

South Asia

410.9

621.3

Papua New Guinea

2.58

4.90

Australia and New Zealand 34.7

63.6

98.3

Samoa

0.14

0.18

Japan

68.5

129.2

197.7

Solomon Islands

0.17

0.23

Rest of World

282.6

680.9

963.5

Tonga

0.13

0.20

Total

4,816.1

5,722.5

8,719.9

Vanuatu

0.07

0.11

NIE = newly industrialised economies, including Republic of Korea,
Hong Kong, China, Singapore, Taiwan, China.
Source: Zhai (2010)

services for the poor is a means of supporting overall
development through income and employment
generation, as well as for social benefits. Access to energy
services therefore supports overall development, in
addition to being an end in itself. Improving and
extending access to energy services, including electricity
and household fuels, is essential for achieving the
MDGs. Adequate and timely measures to minimise the
present environmental and health hazards related to
energy supply and use will also contribute to achieving
sustainable development goals, and improvement in the
quality of life.
An evaluation of World Bank assisted electrification
projects in Asia shows that electrification increases the use
of irrigation, thereby significantly reducing poverty
incidence. The beneficiaries also feel an improvement in
their lives, a diminution in the sense of powerlessness and
instability, and an increase in empowerment. Electricity
improves the poor people’s access to productive activities,
thus lessening their vulnerability to shocks.
The ongoing global financial and economic crisis
originated in 2008 has had an adverse impact on the
Asia Pacific region, which has witnessed a slowdown
in production and exports. Now, with the looming
possibility of a double dip recession in advanced
economies, export-dependent economies of Asia and the
Pacific need to rebalance their growth towards domestic
and regional demand for sustainable growth of the
region and the world. At this juncture, it is very
important to promote and enhance energy investment
through fiscal stimulus and cross-border capital flows.
Many countries in the region have taken strong
measures to deal with the crisis by launching economic
118

Table 5. Total carbon dioxide emissions from the
consumption of energy in some selected Asia-Pacific
Commonwealth countries
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Source: US Energy Information Administration, 2010

stimulus packages focusing on infrastructure
development in key sectors, such as transport, energy,
information technology and communications, and
promoting green technology and energy efficiency. India
has earmarked more than 55 per cent of the stimulus
package for infrastructure development, which includes
new investments in power stations.
Increase in investment for energy-related
infrastructure, along with those for transport and
communications, is expected to benefit Asia in a
significant way. As shown in Table 4, developing Asia
would reap net income gains of US$12,980 billion from
investments in transport, communications and energy.
Total net income gains for India (US$3,141 billion),
Malaysia (US$829 billion) and Bangladesh (US$258
billion) are expected to be very large.

An evaluation of World Bank
assisted electrification projects in Asia
shows that electrification increases the
use of irrigation, thereby significantly
reducing poverty incidence.

However, energy production and consumption have
negative externalities, most significant of which is
increased carbon dioxide emissions causing adverse
environmental impact and climate change. The total
carbon dioxide emissions for the consumption of energy
for Asian countries have increased significantly during
the period of 1998-2008 (Table 5). The pollution has
indirect costs on health and productivity. In addition,
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the construction of power plants may cause displacement
of local populations and resettlement, as well as loss of
livelihood.

The way forward
Commonwealth countries in the Asia Pacific region
require an uninterrupted supply of affordable and quality
energy to sustain growth and meet the development
needs. Their energy investment needs are huge, and much
needs to be done to address concerns about supply and
demand related issues such as affordability, efficiency and
environmental impact. This calls for improving overall
energy efficiency, demand and supply management.

Capacity development in less
developed countries is very important
for efficient development and
implementation of energy projects.

Since the region is a net importer of energy, mainly in
the form of oil imports, it needs to create a long-term
plan for energy security which should include increased
use of eco-friendly, ‘green’ energy sources such as solar,
wind, hydro and biofuels. However, such environmentfriendly alternatives are expensive options compared
with conventional solutions. In the present
circumstances, individual economies may not be able to
achieve steady energy supply on individual domestic
efforts. A regional approach for energy market
integration is necessary for economically, socially and
environmentally sustainable development.
Asia has witnessed several subregional energy cooperation initiatives such as the Greater Mekong
Subregion Co-operation, the Association for Southeast
Asian Nations and South Asian Association for Regional
Co-operation. There is an urgent need to enhance
regional energy co-operation including at the bilateral
and sub-regional level. Asia’s diversity in terms of energy
surplus and energy deficient countries presents a
potential for regional energy trade. Prioritising,
developing and implementing regional and cross-border
infrastructure projects for power generation could meet
the energy needs of neighbouring countries of the
region. An ‘Intra-Commonwealth Energy Market’ could
be developed for energy trading and for the exchange of
best practices and knowledge to promote efficient use of
energy resources. Increasing energy efficiency would in
turn minimise pollution and its consequent effects on
health and productivity.
At the same time, regional financial markets should be
integrated, liberalised and enhanced for free movement
of cross-border capital flows towards energy investments.
The participation of the private sector in energy projects
is crucial through pubic-private partnerships, not only
for finance but also for efficiency and technology.
A ‘Commonwealth Energy Infrastructure Fund’ can

be created through a public-private partnership for
financing national and regional energy projects. Capacity
development in less developed countries is very
important for efficient development and implementation
of energy projects.
The quality of impact of energy investments would
depend on the type of energy – hydrocarbon-based
(coal and oil), nuclear or renewable sources. It is
important to ensure that such investment does not harm
the environment, and that it is safe and affordable.
Regional co-operation in sharing green technology and
best practices in energy efficiency management is
essential for reducing the impact of energy investments
on the environment. In the long run, a free and open
energy market would help in tackling environmental
issues, including climate change.
Developed Commonwealth member countries, such
as Australia, Canada, New Zealand, Singapore and the
UK, could play an important role in facilitating not only
the transfer of necessary technology and know-how
related to energy efficiency and green energy
production, but also promoting region-level green
energy projects through financing. These
could serve as long-term markets for their own goods
and services.

Dr Biswa Nath Bhattacharyay is currently Lead Professional
and Advisor to the Dean with the ADB Institute and Lead
Professional with ADB. He is also the task manager and
principal author of ADB/ADBI’s Flagship Study on
‘Infrastructure for a Seamless Asia’, and undertaking another
Flagship Study on ‘The Role of Key Emerging Economies –
ASEAN, PRC, and India – for a Balanced, Resilient, and
Sustainable Asia’. He has worked with ADB’s Office of the
President, Office of Regional Economic Integration, the Strategy
and Policy Department and the Economics Research
Department. Prior to joining ADB, he held senior posts in
renowned universities and the banking sector in USA, Kuwait,
Qatar and India. He holds a Ph.D from Iowa State University.
He has published several books and many articles and
project/consultancy reports.
The ADB is an international development finance institution
whose mission is to help its developing member countries reduce
poverty and improve the quality of life of their people.
Headquartered in Manila, and established in 1966, ADB is
owned and financed by its 67 members, of which 48 are from
the region and 19 are from other parts of the globe.
The Asian Development Bank
6 ADB Avenue
Mandaluyong City 1550
Philippines
Tel: +632 632 4444
Fax: +632 636 2444
Website: www.adb.org
Washington D.C., USA, 7-8 October 2010
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Special Feature by Marine Mining Corporation

Sourcing gold and marine
aggregates in West Africa
arine Mining Corporation is a Canadian mining company dedicated to exploring its
principal holding, a marine concession covering 10,000 sq km of the continental shelf of
Ghana. To this end, the company has been investigating the continental shelf for the suitability of
surficial sediments for aggregate, industrial mineral, and placer gold extraction.

M

Ghana
Ghana is an English-speaking
country, recognised as one of the
most politically stable countries
in Africa. It has a parliamentary
democracy, and peaceful transitions
of power regularly occur, including
recently when the office of the
President was won by the former
opposition party. The government
of Ghana is actively encouraging
foreign investment in all sectors,
particularly mining.
Locator map showing the marine concession
(blue) relative to Ghana.

Artisanal gold mining at the Ankobra River in 1668 (left) and today (right).

Kumasi was the old capital of
the Ashanti Empire, and the
development of Ghana primarily
occurred along the Accra-Kumasi
axis, with secondary development
along the Accra-Takoradi corridor.

Gold in Ghana
Gold is, and is expected to remain, the
principal mining product in Ghana
and one of its chief exports. The
region has produced gold by artisanal
means for centuries, and formal

Ghana has long been known to
possess
tremendous
mineral
potential, as its geology is very
similar to the prolific gold belts of
northern Ontario and northeastern Brazil. Ghana, the former
Gold Coast, supplied much of the
gold of medieval Europe. Ghana is
one of the world’s leading gold
producers and is favoured by
mining companies because of its
well-established legal system and
mining law based upon English
common law.
120

underground mining operations have
been conducted at the Ashanti and
other mines for over a century.

Aggregates and growth
in Ghana
The recent discovery of oil on the
continental shelf of western Ghana
will focus more development in the
local area, along the coast west of
Takoradi, where the government
estimates that the population will
increase by over two million.

Map showing population density of southern Ghana, belts of gold-bearing bedrock, and the location of
concession and holdings of Marine Mining Corp.
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Special Feature by Marine Mining Corporation
Gravels are normally rare in
tropical settings due to the heat and
humidity. Ghana is no exception, so
gravels are currently extracted at
high cost from quarries. The local
aggregate industry is poorly
capitalised and unable to supply
large amounts for construction.
Marine Mining Corporation has
now identified an aggregate resource
on the seafloor that can be extracted
and transported at a significantly
reduced cost, and is currently
quantifying the resources on the rest
of the concession. The availability of
large volumes of marine aggregate
has the potential to transform
development along the coast of
Ghana just as it has in other places
around the world.
Sand-winning operation on the Ankobra estuary.

Simple sand-winning operations
are occurring on beaches, where
local authorities lack the resources
to prevent illegal mining operations.

Exploration of the
concession
The company has now mapped
approximately 500 sq km of the
seafloor within its concession using
sidescan sonar, a tool which
Sidescan sonar imagery of gold and aggregate
target area on seafloor in marine concession.

Company office facilities and building construction near Accra.

generates an image of the seafloor
akin to an aerial photograph, and is
continuing its mapping programme.
Samples from the seafloor have
returned free gold as well as sands
and gravels. The company has
already defined numerous targets
that are intended to be further
tested for aggregate and gold.
Marine Mining Corporation has
identified the processes which have
led to the concentration of alluvial
and eluvial gold and is in the process
of mapping the distribution and
testing the quality of entrapment
areas. There are hundreds of square
kilometres where erosion has
released gold and heavy minerals
from gold-bearing bedrock now
exposed at the present-day seafloor.

Development of the
concession
The company has acquired land and
is building office and materials
processing facilities. Both the office
complex near Accra and the first
processing facility near the Ankobra
River are being designed and
constructed by local entrepreneurs.
The company is in the process of
acquiring more land for company
facilities in central and western
Ghana close to developing markets.
In addition to its own
construction, Marine Mining
Corporation is building Ghanaiandesigned barges in local communities
in order to begin extracting bulk
samples. We endeavour to focus, as
much as is possible, on local expertise
in our effort to maximise coastal
employment and stimulate local
entrepreneurial opportunity.

Extraction of minerals from the
continental shelf is well understood.
There are several operations
extracting more than 100 million
tonnes of aggregate per year from
continental shelves worldwide.
There are operations which exploit
other minerals as well – diamonds
are taken from offshore of Namibia
and South Africa.
Social and environmental impact
studies predict that aggregate
operations will be of economic
benefit
to
coastal
fishing
communities, some of which have
reported over 90 per cent declines
in catches in recent years.
The aggregates identified are
ideal for the building materials
necessary as Ghana continues to
grow. The company plans to start
with an exploration dredge which
will be used to prove the concept,
before moving to a larger
production model.

Marine Mining Corporation is a
Toronto-based exploration company
which has been developing its marine
concession in Ghana for several years.
Marine Mining Corp.
856 Millwood Rd
Toronto, Ontario
Canada M4G 1W6
Tel: +1 416 421 2277
Email: info@marinemining.com
Web: www.marinemining.com

Washington D.C., USA, 7-8 October 2010
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NIGERIAN INSTITUTE OF
WELDING
............centre of excellence in welding engineering and technology..................

COLLABORATIONS

International Institute of Welding

Southern African Institute of Welding

UNOPs
United Nations Ofﬁce for projects
Services

Standards Organisation of Nigeria

PRESIDENT’S DESK

NIW is home to Nigeria’s centre of
excellence in welding engineering
and related technology. The
core focus of NIW’s vision is the
improvement of welding technology
and
related practices in Nigeria
and in the West Africa region
through the application of modern
welding technology practices. This
forms the basis for our dedication
to research and development in
welding practice and our technical
collaboration with sister -welding
organizations globally. In the last
few years, we have achieved quite
a lot in the development of capacity
and still forging ahead to meet our
self imposed high target. .At NIW,
we are always ready to embrace
new challenges, and establish new
alliances. We enjoin you to come
visit us, partner with us and engage
our services.

Solomon. I. Edebiri Jp,MON
President, NIW

SCOPE OF SERVICES

Council for the Regulation of
Engineering in Nigeria

Niger Delta Development Commission

Petroleum Technology Development
Fund

The activities of the Nigerian Institute of welding service spans all through
the oil and gas, manufacturing and construction, Ship Building and
transportation industries. It achieves these services through its array of
technical collaborations and Mutual Recognition Agreement (MRA) with
the Standards Organization of Nigeria which enables it to carry out the
following functions in country;
· Education, Training and Certiﬁcation of Welding Personnel, Projects
and Materials
· Standardization/Codes Implementation in Welding Practice
· Certiﬁcation of Welding Procedures/Personnel
· Organization of Conformances, Seminars and Symposia
· Establishment of Small and Medium Scale Industries
· Auditing of Personnel, Industrial Materials and Equipment
· Monitoring and Control of Environmental Management Systems
· Supervision, Surveillance and Control of Welding Activities

NIW- ….Affecting The Quality Of Life In West Africa Through The Application Of Welding Technology….

OPERATIONS MANAGEMENT
NIW’s approach to its daily operation is well structured
and managed professionally by competent persons
from different ﬁelds in all relevant industries. Advisory
services are the rendered through professional
representatives in the following committees;
·
·
·
·
·
·
·
·

Certiﬁcations Board
NIW Consultancy
NIW Research Council
Education and Training Committee
Publication Committee
Conference Planning Committee
Standards and Surveillance Committee
Membership and ﬁnance Committee
FIRST ECOWAS REGIONAL WELDING
CONFERENCE AND EXHIBITION-2010

The First Ecowas Regional Conference organized
by the Nigerian Institute of Welding was recently
concluded. Proceedings covered all aspects of
manpower development in welding and its allied
technological practices in the region. Delegates
from different countries within the sub region
each gave over view of welding practice and its
capacity availability or non availability as it affects
their industrialization quests. The conference also
witnessed the establishment of the West African
Welding Federation (WAWF).Its primary objective
being to improve welding technology in the region in
accordance with global best practice as championed
by IIW. The NIW President, Mr Solomon Edebiri(JP)
MON was elected the ﬁrst WAWF President.

NIW Bags ANB

The Nigerian Institute of Welding in August,2010
earned its provisional Authorized National Body
Status of the International Authorization Board.
This feat makes NIW and consequently Nigeria, the
only country within the Ecowas sub region and the
second in the African continents authorized to run
IIW qualiﬁcation examinations in country. The scope
of NIW’s approval covers the International Welder,
International Welding Practitioner, International
Welding Specialist, International Welding Inspection
Personnel, International Welding Technologist
and International Welding Engineers’ cadres of
qualiﬁcation examinations.

RECENT ACTIVITIES
Niger Delta Development Commission -Train
The Trainer Programme – (NDDC-TTT-2010)
s

s
s

Collaborated with NDDC to Procure Welding
equipment and Generating set for the
upgrade of an accredited training centre
(Petroleum Training Institute)
Completed the training of 25 welder trainers
in South Africa
Conducted Selection test for over 3000
intended weler trainees from the Region

Petroleum Technology Development Fund –
Welders Training and Certiﬁcation Programme
– (PTDF-WTCP-2010)
s

s

s
s
s
s

s

Conducted accreditation exercise on 52
training centers across Nigeria for the
Welders Training programme
Conducted aptitude test for over 3000
trainees into the Welding Training &
Certiﬁcation programme
Commenced the training of 500 professional
welders sponsored by PTDF.
Concluded the training of 11 welding
engineers at the GSI Turkey.
OTHERS
Working very closely with the Presidency
(Amnesty Committee group to train some ex
millitants in welding.
Working with the Ministry of Niger Delta
Afairs to build capacity in Welding in the
Niger Delta Region.

CONTACT DETAILS
Nigerian Institute of Welding Head Ofﬁce
No 5, Bakpa Street, Off Waicco Road
Effurun /Sapele Road
Effurun,Delta State
Tel:

+2348033084842
8068687522
8035425853,70

E-mail: info@niginstituteofwelding.com
ww.niginstituteofwelding.com

NIW- ….Affecting The Quality Of Life In West Africa Through The Application Of Welding Technology….

Infrastructure for Development

Natural disaster
reduction through
investment in
infrastructure

Julian Hunt, Chairman of Cambridge
Environmental Research Consultants and
Grant Kopec, Director of the
Strategic Energy Initiatives,
University of Cambridge

atural disasters result from a combination of extreme hazards, their impacts, and the
vulnerability of communities and large regions. In this article key developments are reviewed in
the natural sciences, technologies and the social sciences that contribute to understanding and to
formulation of policies, especially infrastructure investment, for reducing impacts of hazards over
the short and long term. Different types of investment for warnings and damage reduction are
identified for countries in different geophysical conditions and different states of development. The
advantages of integrating infrastructure policies to deal with natural disasters and sustainable
development generally are considered.

N

Natural hazards, impacts, vulnerability
and sustainable development
Communities and large regions, sometimes extending
beyond national frontiers, can experience serious shortand long-term damage from disasters caused by extreme
natural events or hazards. These result from impacts that
can destroy life, damage the environment and the natural
and artificial infrastructure, and adversely affect their
economies. Some events, such as earthquakes and tropical
cyclones, produce direct impacts, while other events may
cause indirect or secondary but equally serious impacts,
such as floods or earth slides resulting from rainfall over a
wide area (reviewed in Met AppsVol 2, 1995).
The damage caused by these hazards depends on the
‘vulnerability’ of the communities and regions, i.e. their
exposure to local hazards (which sometimes can be
reduced by relocating) and their sensitivity to destructive
impacts on people, structures, agriculture, etc. Those
communities that have invested in reduced vulnerability
through technology, public and private organisations,
physical and natural infrastructure, and social capacity, have
much less disruption and loss of life after a disaster than
those with greater vulnerability. This is not just a matter of
a country’s wealth or GDP per head. Some countries, in
collaboration with international partners, have very
effectively reduced their vulnerability, while others with
greater wealth but greater exposure and sensitivity have
experienced great loss from natural disasters.
Investment can contribute greatly to reducing
vulnerability, but in different ways in developing countries
which have very limited resources compared with
124

The Commonwealth Finance Ministers Meeting 2010

wealthier countries with greater access to advanced
technology and resources for reconfiguring their physical
infrastructure. Some of this investment should be in the
form of utilising experience, data, and appropriate
technology from other countries. For certain kinds of
warning and prevention infrastructure, new developments
in science and technology can be very effective and
economical. An equally important aspect of policy is to
consider how investment for reducing vulnerability also
reduces vulnerability to other threats, particularly the
damaging effects of climate change. They can also make a
positive contribution to other major aspects of sustainable
development, namely promotion of economic
development, agriculture, forestry, environment and
biodiversity. A review of integrated policies appeared in
Engineering Sustainability 162, in 2009.

Some countries, in collaboration
with international partners, have very
effectively reduced their vulnerability,
while others with greater wealth but greater
exposure and sensitivity have experienced
great loss from natural disasters.

Investment and warnings
Practical warnings to reduce the damage caused by
natural disasters have to be based, first, on predictions
about future hazards; and second, on estimates about the
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likely damage caused by the hazard. Increasingly
warnings by national and international bodies also advise
about what measures should be taken by people and
organisations to avoid these impacts.
Warnings differ depending on whether they are for
longer times in the future, when predictions are not
possible, or for shorter times when they are. The warning
timescale will depend on the specific hazard, from
minutes for earthquakes to weeks for weather events.
Because they are unpredictable (in a deterministic sense),
longer period warnings of events and their impacts have
to be expressed in terms of probability, based on data
from past events, and assuming that the future hazard
extremes will be similar to those in the past – for
example ‘once in a hundred years’ floods.
Although data coverage for long-term warnings is
improving all over the world, in some parts and for some
types of impact there are no direct data, even though
extreme hazards may be quite frequent. Since the future
state of the atmosphere, ocean and land surface will not be
the same as in the past, and the nature of extreme events
will change, more data are needed from observations and
computer models to translate into warnings. Models
should include both the physical and social impacts in
vulnerable areas with sparse data sources.

In some parts and for some types of
impact there are no direct data, even though
extreme hazards may be quite frequent.

By contrast, short-term warnings for individual and
predictable hazards are based firstly on observations
before or during the extreme event, e.g. the location and
strength of an earthquake on the ocean floor, or a
tropical cyclone far out to sea. From these
measurements, models are used to predict the impacts,
such as maximum waves and atmospheric winds (to
within 100km 24 hours in advance for cyclones – an
improvement since the 1990s when the uncertainty was
greater than 200km), at shoreline communities. Note
that some regional hazards can be predicted over periods
up to three months ahead in certain climatic and
geographical conditions, such as drought in northeastern South America (including Brazil and Guyana).
Progress has resulted both from scientific and
technical developments and from substantial
investments (for instance, about £100 million per year
in the UK). These have been made in networks of insitu human and automatic observations (including
local farmers who also make use of the data for their
own purposes), remote sensing technology (satellite
measurements of weather and land movement, weather
radar, ocean buoys for climate and wave monitoring,
subsurface pressure measurements of tsunami waves,
electromagnetic signals to detect storms, solar wind

A warning map issued by Tropical Storm Risk of University
College London at 18.00GMT on 14 November 2007, a day
before Cyclone Sidr struck Bangladesh. The map shows Sidr’s
expected track, intensity and landfall location. The warning was
used widely by Bangladeshi organisations to evacuate people
to the safety of shelters and higher ground. Sidr left 3,500
dead, but a storm of similar magnitude in 1991 killed 138,000
people. Sidr’s death toll was far fewer owing to improved
storm warnings and a better cyclone disaster-prevention
programme.
Source: UCL website.

electrical disturbances and in some cases, volcanic
eruptions and earthquakes), and in large computational
facilities and in communications between warning
centres. The investment also includes the hiring and
training of specialist staff in the technical organisations
where these data are monitored, predictions are made
with models, and then warnings are formulated and
distributed to many types of users.
India has established a system in Bangalore of
automatic translation of warnings in 14 languages. The
greatest investments in warning systems have generally
been made in countries with large gross national
products; some of which have low GDP per person,
such as India, because of their economic value.
Since governments are usually members of UN
specialised agencies, there are international agreements
about the free exchange of data especially concerning
extreme hazards (see the report on the World
Meteorological Organisation (WMO) Congress of
1995). The scope and detail of these agreements are
continually being extended (sometimes regionally, as
with river floods in north-eastern India, Bangladesh and
China) and sometimes to cover new kinds of hazard and
impact (most recently the disruption by volcanic
eruptions of aircraft movements). But there are still only
quite limited agreements about communications, even
between government agencies in the same country
Washington D.C., USA, 7-8 October 2010
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Investment in preventive infrastructure
The damage caused by natural hazards depends critically
on the type of event, on the physical and natural features
of the communities affected, and, as is now recognised
very strongly, their social capacities. Investment in
preventive infrastructure that includes physical, natural
and social aspects can appreciably reduce the damage
and long-term consequences of these events and, if
wisely planned, can ensure that a contribution is made
to other societal objectives of social well-being and
economic and environmental sustainability.
There are three general types of cost effective
investment, depending primarily on the economic
development of the areas of the investment. But even for
the least developed areas there can be benefits from large
national infrastructure investment, such as that to reduce
flooding by forestry, dams, etc.
Low levels of investment

Airmen airdrop relief supplies to Haitians, 23 January 2010.
A C-17 Globemaster III from Charleston Air Force Base, SC,
airdrops about 14,000 bottles of water and 14,500 Meals,
Ready to Eat, to the outlying area of Port-au-Prince, Haiti.
Several Charleston AFB air delivery missions have been
conducted to assist in the Haiti relief effort following the
earthquake that hit the city on 12 January 2010.

covering advisory warnings about certain types of hazard.
Despite their limitations these arrangements enable
countries with limited resources to provide warnings
to their populations based on the most advanced
information available internationally. There are two
effective investment policies for these countries; firstly to
improve the computer and communication facilities to
the modest level (which can be housed in a small office)
required to use current international data and predictions
as well as their own data. The recently available internet
electromagnetic detection system for thunderstorms is
particularly valuable for tropical countries. Investment in
training is also essential, which is now provided by
regional centres for meteorology and climate and
agriculture, such as those in Africa. These centres also
provide training, data, and warnings about hazards.
Secondly, investment should enable countries to
provide relevant and culturally acceptable warnings
based on experience and knowledge of all the local
physical conditions and how communities and industries
respond. Centres are needed for the exchange of
knowledge and data about hazards and impacts, as well
as changes to the climate and biodiversity relevant to
that country, as a pilot study of such a centre for Ghana
has shown (Global Water Initiative).
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The greatest number of casualties from natural hazards
have occurred in less developed countries and in the
most vulnerable communities, where preventive
infrastructure such as dykes or transport routes for
escape or for rapid assistance is minimal (e.g. in high
mountain areas subject to earthquakes). Infrastructure
may even have a negative effect, such as when buildings
collapse in earthquakes or dissolve in flood waters, as
seen recently in Pakistan.

The investment includes the hiring
and training of specialist staff in
the technical organisations where
these data are monitored.

In both rural and urban societies, local action using
local labour can be very effective before, during, and
after hazard events, combined with low level but
effective technology and knowledge based on
experience. Advice from national and international
organisations can provide low-cost advice and training.
For example, since the Indian Ocean tsunami of 2004,
coastal communities across the Pacific have adapted and
have learnt how to react, saving many lives in Samoa in
the 2009 tsunami. In areas subject to earthquakes and
wind storms, similar small changes in building design
and use have been effective. With local community
organisations being connected to national centres, and
mobile phones in use everywhere, investment in
communications is enabling all communities to receive
warnings for certain hazards, leading to reduced damage.
Intermediate levels of investment

Where there are large populations and where natural
hazard events are frequent, significant levels of preventive
infrastructure investment are necessary and cost effective.
For example, in Bangladesh, investment in warning
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systems is complemented by investment in dykes and
cyclone shelters which are confidently used by people
and their livestock, following centrally issued warnings.
In exposed urban areas the critical investment is in
training the population how to respond to warnings at
different levels. Many countries have well developed
arrangements involving technical and government
agencies that include all relevant local hazards and
impacts, and that also allow for dealing with new hazards
and problems as they emerge (such as mass movements
of people in megacities with populations exceeding 30
million in the future). Investment in this kind of coordination is necessary to establish planning, regulations,
and advice to deal with current and emerging hazards in
the local economic and political context. In developing
countries investment is urgently needed in strengthening
such agencies, both in technology and trained personnel.

In exposed urban areas the critical
investment is in training the population how
to respond to warnings at different levels.

Commonwealth cities in Africa with populations in the
millions may have less than three urban planners;
whereas there are many hundreds in cities of developed
countries. As a result of megacities expanding in
population and area combined with global climate
change, local climates will be affected, vulnerability will
increase, and the risks of large scale damage from
extreme hazards will grow. Consequently investments in
planning (with realistic risk assessment) and in resilience
of the key elements of the infrastructure (e.g. critical
transport, shelters, food and water) are both essential
whatever the income level of the areas concerned.
Intensive and integrated investment

Wealthy countries have been able to invest in physical
infrastructure over hundreds of years, and have generally
avoided serious damage to communities from natural
hazards. Now they have to reconsider their policies
mainly as a result of increased risks from climate change.
But in some countries, especially developing ones,
expanding populations and expanding urban areas are
also forcing change. New investments are needed
for more resilient individual structures (e.g. to withstand
flooding, earthquakes and winds or, as in the
Middle Ages, to allow buildings to be flooded) and
greater security in all major infrastructure systems.
The Netherlands is preparing for dykes up to 5m high
over this century and beyond to deal with rising sea

levels and storm surges – but they are reducing the
effective cost of some of this investment by using dykes
as foundations for wind turbines. The UK and other
countries with long and low coastlines can only protect
certain areas, for example large cities and power
installations. As with low and intermediate level
infrastructure, investment in training, security
organisation, and public education and consultation
are also essential components of the policy of making
a country more resilient to natural disasters.

In some countries, especially developing
ones, expanding populations and expanding
urban areas are forcing change.

It is to be hoped that this will lead all levels of
societies to realise the costs and damage they are
inflicting on themselves and their future generations
because of their countries’ past, present, and future
responsibility for global climate change.
This work was supported by the Malaysian Commonwealth
Studies Centre in Cambridge and by the Advisory Committee
on Protection of the Sea (ACOPS).The authors are grateful for
discussions with the Met Office and Aon-Benfield UCL
Hazard Research Centre.
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Responsible tourism in
destinations
Harold Goodwin, Professor and
Co-Director, International Centre for
Responsible Tourism at Leeds
Metropolitan University

here is a proverb often heard in Asia which cautions that “Tourism is like a fire, you can use it
to cook your soup, but it can also burn down your house”. Tourism is not without negative
impacts, but we know more about how to minimise the negative impacts and to maximise the
positive ones. If tourism is managed and developed responsibly, it can make a significant
contribution to livelihoods and to the conservation of natural and cultural heritage. It is important
to use tourism to bring sustainable development, and an international hypothecated airline fuel tax
could assist with adaptation and mitigation in the developing world.

T

I

t is important to use tourism rather than to be used
by tourism. Government needs to work with
communities and the domestic and international industry
to determine which tourism markets can be attracted
and to focus on those which can best contribute to
sustainable development. For example, New Zealand in
1999 developed the 100 per cent Pure New Zealand
brand which offered an authentic experience of
landscape, adventure, people and culture; and chose to
attract those tourists who were most likely to enjoy the
experiences New Zealand had to offer and recommend
it to their friends and most likely to benefit the country.
New Zealand took control of who it invited.

A whole of government approach
At the first International Conference on Responsible
Tourism in Destinations in 2002, held alongside the
World Summit on Sustainable Development in
Johannesburg, South Africa’s experience of
implementing Responsible Tourism was reviewed, and
the Cape Town Declaration on Responsible Tourism in
Destinations defined the principles and recognised that
the harnessing of tourism for sustainable development
required a whole of government approach. Responsible
Tourism is about using tourism “to create better places
for people to live in and for people to visit.” This
necessarily requires that many government departments
and agencies participate in ensuring that tourism is
managed to benefit the destination, for example,
immigration, aviation, transport, heritage, conservation,
national parks, environment, planning, public works, the
police, investment promotion and licensing; a whole
host of agencies at national and local levels need to work

together to ensure that tourism contributes positively.
Rarely does the Tourism Minister have the authority
and personnel to ensure a whole of government
approach; an inter-ministerial working group on tourism
would help.
Responsible Tourism is about using tourism “to create
better places for people to live in and for people to
visit.”

Measuring success
Too often ministers of tourism are judged by the
number of international arrivals there are. This is
misleading for two reasons: it obscures the more
important indicator of bed nights, a better surrogate for
tourism expenditure, and second because what really
matters is the retained expenditure captured in the
country. That is total expenditure by international
visitors less imports needed to run the industry and any
repatriation of profits, debt repayment or other leakages.

Responsible Tourism is about using
tourism “to create better places for
people to live in and for people to visit.

At the national level, it is generally income from
international visitors that matters most. At the local
destination level, it is domestic and international tourism
that matters. For example, in Kerala, India, they have just
‘celebrated’ the end of charter-based inbound tourism.
Washington D.C., USA, 7-8 October 2010
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They have 7 million domestic tourists per year and half
a million international visitors. The independent
travellers who come on scheduled flights are likely to
spend more than the charter tourists. It is important that
the indicators chosen to monitor the performance of
the ministry and others reflect the national policy
priorities.
All-inclusives are often assumed to be undesirable, but
they have some advantages. They may be easier to tax
than a large number of micro-enterprises; they confine
inappropriate or unacceptable tourist behaviour; and
well run all-inclusives can facilitate market access for the
informal sector. It is not as simple as all-inclusives bad,
Banjul Market, Gambia.

traditional hotels good. These different enterprise models
should be judged by their economic impacts rather than
by their form.

Using tourism for sustainable development
Sustainable development is an aspiration. It lacks clear
objectives, and it fails to attribute responsibility. It is
everybody’s responsibility and nobody’s. A Responsible
Tourism strategy is created by engaging the public and
private sector in building a shared vision for sustainable
tourism development and ensuring that responsibility
for achieving the agreed policy outcomes is defined
and accepted.
In Cape Town, the city council has defined the eight
key issues confronting their community (water, energy
and carbon emissions, solid waste, enterprise, skills and
social development and local procurement to reduce
leakages) and established a common standard for
measuring progress on the eight priorities to be applied
by local government and the private sector in the city.
Progress will be reported publicly.
Sustainability is more than just economic development.
It is about addressing the local challenges, for example,
staff training and progression into management roles,
paedophilia, sex tourism, craft development and
conservation. It is about minimising the negative impacts
and maximising the positive ones to ensure that the
communities get the advantages of tourism and as few of
the negatives as possible.

Maximising economic impacts
There are broadly three ways in which tourism benefits
local communities and improves their livelihoods:
employment and direct sales of goods and services to
tourists through craft and guiding; indirectly through
employment in enterprises, which sell, for example,
local food or uniforms to the tourism businesses,
whether hotels or restaurants; and the infrastructure
gains, which include roads, water supplies, improved
transport links and the internet – where tourism
demand contributes to its development. The Gambia is
Good project has brought hundreds of local subsistence
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farmers, mainly women, into the cash economy by
enabling them to grow fruit and vegetables for sale to
hotels. The initiative has also significantly reduced
Gambia’s imports.
The economic benefits of tourism are maximised
when local employment and economic linkages are
maximised. As with any export, the producer captures
only a fraction of the retail value. Transport,
distribution and marketing costs are generally
expended abroad and can be regarded as leakages,
although they are in fact necessary costs. In tourism,
the transport costs are high because the flight cost is
high, although all twentieth century leakage figures
should be treated with scepticism because of the
reduction in flight costs as a proportion of total holiday
costs. Tourism actually compares favourably with crops
like coffee. The tourism industry has two additional
advantages: there are no quota or tariff barriers, and
because the tourists travel to the factory to consume
the product, there is always an opportunity for direct
sales to be made to them by local businesses and
sole traders.

A Responsible Tourism strategy is created
by engaging the public and private sector
in building a shared vision for sustainable
tourism development and ensuring that
responsibility for achieving the agreed
policy outcomes is defined and accepted.

Importance of the informal sector
Whenever a craft worker sells a souvenir to an overseas
visitor, they contribute directly to export earnings to
the national level. Work in The Gambia, with Adama
Bah, demonstrated that it was possible to substantially
increase the earnings of craft sellers, local guides, fruit
sellers and juice pressers by improving their market
access, the quality and variety of their goods and
services and their sales methods. By reducing hassling of
tourists in the markets, labelling the craft and
demonstrating the making of the goods on the stalls,
sales were increased. In The Gambia, the larger hotels
have free market days when, on a rota, local craft sellers
are invited into the hotel grounds to sell. They do very
well on those days.
“A global tax on aviation based on fuel purchases and
the DEFRA shadow price of carbon at £27 per ton
could raise £16bn for adaptation, and this would transfer
wealth from the relatively wealthy to the economically
poor affected by climate change.”
In The Gambia, a couple of independent studies have
found that the average British tourist spends about £24
per day from their pocket in the destination. Of this,
about £8 is spent with the informal sector, multiplied
by the average number of days (ten), and 60,000
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tourists, that is £14.4 million of local earnings; £4.8
million of which is with the informal sector – with
almost no leakage.

Aviation and climate change
Funding needs to be found to pay for adaptation and
mitigation in the developing world, and the aviation
industry needs to accept the polluter pays principle. An
equitable alternative to APD needs to be implemented.
A hypothecated tax, based on airline fuel consumption,
raised from those able to afford to fly, whether in the
developed or developing world, for business or for
leisure, to assist those bearing the brunt of climate
change, would also encourage airlines to be more fuel
efficient. A global tax on aviation based on fuel
purchases and the Department for Environment Food
and Rural Affairs (DEFRA) shadow price of carbon at
£27 per ton could raise £16bn for adaptation, and this
would transfer wealth from the relatively wealthy to the
economically poor affected by climate change. This
would cost an average of between £7 and £8 extra per
passenger per flight.

Professor Harold Goodwin co-directs the International Centre
for Responsible Tourism and co-chairs the annual international
Responsible Tourism in Destinations conferences. Harold
researches on tourism, local economic development and poverty
reduction, conservation and responsible tourism and teaches
Masters and PhD students as well as the industry, local
communities, governments, and conservationists. Harold also
undertakes consultancy and evaluations for companies, NGOs,
governments, and international organisations.
The International Centre for Responsible Tourism (ICRT)
is a postgraduate research and training centre at Leeds
Metropolitan University. Its MSc in Responsible Tourism
Management is taught in Leeds, Bhopal in India and The
Gambia, and we continue to look for new places to offer the
course. We have 100+ students around the world and
increasingly influential alumni.
Leeds Metropolitan University
Leeds LS1 3HE
UK
Tel: +44 (0)1795 532737
Email: harold@haroldgoodwin.info
Website: www.icrtourism.org

STATUS OF THE UGANDA COMMUNICATIONS SECTOR
BACKGROUND

FUTURE PROSPECTS

The Uganda Communications Commission (UCC) is the regulatory
body of the communications sector in Uganda with the principal goal
of developing of a modern communications sector and infrastructure
the country. Established by the Uganda Communications Act (Cap
106 Laws of Uganda), UCC licenses, monitors, inspects, regulates
and ensures general improvement and equitable distribution of
communications services in the country.



ACHIEVEMENTS
Uganda’s communication sector is one of the fastest growing in Africa.
As in the rest of the continent, this is largely due to the rapid expansion
of mobile telephony. Here below is a synopsis of the sector as of 2009:



2009
Total Turnover 2009 (USD)

USD 600 Million

Total Investment 2009 (USD)

USD 240 Million

Tele-density
Tax Contribution
Post & Telecommunications Contribution to GDP
Fixed Lines Mobile Lines %age of country with Telephone Coverage (Geographic)
%age of country with Telephone Coverage (Popn)

32%
UShs183 Billion
($81m)
3.4%
233,533

65%
95%

Payphones

94,896

Average local phone rate

Shs322

Average international phone rate
Bandwidth mbps
Internet Users
Licensed TV
Licensed Radio



9,383,734

450
1,960 mbps
3,000,000
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Total Turnover 2009 (USD)
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Total Investment 2009 (USD)

USD 240 Million

Teledensity
Tax Contribution
Post & Telecommunications Contribution to GDP
Fixed Lines
Mobile Lines
%age of country with Telephone Coverage (Geographic)

32%
UShs183 Billion
($81m)
3.4%
233,533
9,383,734

%age of country with Telephone Coverage (Popn)

65%

Payphones

95%

Average local phone rate
Average international phone rate
Bandwidth mbps
Internet Users
Licensed TV



Despite these challenges, ICT is fast
changing the information needs of
Ugandans, and the people are set
to enjoy reliable, sustainable and
quality infrastructure and services.
The new licensing regime stresses
the importance of private sector
participation and competition as the
most reliable way of making high quality
services available through modern
technology at affordable prices.
UCC is confident that through
competition consumers in Uganda
have been - and will continue to - able
reap the benefits of choice and at
the same time put pressure on the
service providers to improve efficiency
and affordability. However, this poses
new regulatory challenges, particularly
those of maintaining quality and cost
of services and a level playing field
between the incumbent and new
entrants.
Also, while providing and maintaining
a thrust for efficient performance and
fair competition, we need to pay
due attention not only to the national
priorities but also to the compulsions
arising as a result of globalisation
and convergence of markets and
technologies. The challenge for UCC is
to balance all these factors while acting
in the best interest of the stakeholders.
And, in a resource-scarce scenario, it
is imperative that service providers and
operators avoid duplication efforts while
rolling out infrastructure. The Commission
encourages them to share network
infrastructure as much as possible.
Though the new licensing regime is
technologically neutral, it is preferable in
these circumstances to rely on proven
technologies than on more exotic ones,
for resource constraints do not give us
the luxury of experiment.
UCC is proud to be associated with
this year’s Commonwealth Finance
Ministers’ Conference.
The Executive Director
Uganda Communications Commission

94,896w
Shs322
450
1,960 mbps
3,000,000

Licensed Radio
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UCC House, Plot 42-44 Spring Road,
Bugolobi, P. O. Box 7376, KAMPALA
Tel: +256-31-2339000; +256-41-4339000
Fax: +256-41-4348832
E-mail: ucc@ucc.co.ug
Website: www.ucc.co.ug
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Facilitating ICT
development in
emerging markets
through investment
partnerships

Dr Ekwow Spio-Garbrah
CEO, Commonwealth
Telecommunications
Organisation (CTO)

ost nations understand that their main challenge is to create ‘knowledge economies’, and to
make the transition and transformation from either agrarian or industrial-country status to a
knowledge society. Thus funding and investment in ICT infrastructure has become a central concern
among national financial decision-makers. However, many developing nations have difficulty in
promoting investment in telecommunications networks to provide universal access, which is their
common goal, due in part to a lack of access to adequate venture capital, project finance and longterm funding. In this article the author describes some of the options and gives details of the new
Commonwealth Telecom Development Fund (CTDF).

M
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tudies have shown conclusively that investment in
information and communications technology (ICT)
correlates quite directly with a country’s economic
growth and prosperity. Partly for this reason, there is
considerable global interest in the capital and operating
expenditures of ICT operating companies, as well as the
investments many governments are increasingly making
especially in broadband infrastructure which facilitates
internet access.
Foreign direct investments by telecom operators and
equipment suppliers have demonstrated the profitability
of emerging market opportunities in the mobile telecom
sector, but they have not yet provided the broadband
access that is needed for national transformation. There
are domestic telecom operators in emerging markets
with the experience to invest in meeting these needs,
who are potential business partners, but the economics
of broadband investment suggest that various
partnerships need to be formed to enable a more rapid
diffusion of internet access.

has under US$50m invested mainly in established telcos
in the Gulf states, Egypt and South Africa, with very
strong medium-term returns. There are very few funds
focusing on telecoms investments willing to finance
projects of moderate to smaller sizes. One small one is
the US venture capital Telecom Development Fund,
which has raised US$50m and is targeting projects from
US$0.5m -$5m. The much larger Pan Africa Infrastructure
Development Fund’s (PAIDF) focus is on larger
infrastructure projects. Other funds include such longestablished sources as the Commonwealth Development
Corporation (CDC), which has spawned the investment
banking subsidiary Actis.
The CTO, through the creation of the
Commonwealth Telecom Development Fund (CTDF),
aims to assist many of the developing economies to
move towards bridging the digital divide both in
telephony and even more so in general connectivity and
access to broadband and internet services.

Current funding options

The Commonwealth Telecom
Development Fund (CTDF)

The current range of investment funds targeted towards
infrastructure investment in Africa, the main target
region, covers many different sources of capital, models of
governance, project size and types of financing. There are
sources of debt finance, notably development finance
institutions, commercial banks and grant sources such as
the EU-Africa Infrastructure Trust Fund, managed by the
EIB. There are a small number of private, commercial
funds investing in telecommunications equities, of which
the Hermes fund, listed in Dubai and established in 2000,

The CTO has been authorised by its members
(governments, regulatory agencies and operating
companies) to establish an investment financing
company to sponsor the first multi-country, publicly
sponsored commercial investment fund, to co-invest
with other commercial investors in a diversified
portfolio of telecom assets in its member states. It is
proposed to establish an independently managed,
commercial investment fund to be known as the
Commonwealth Telecom Development Fund or CTDF.
Washington D.C., USA, 7-8 October 2010
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This will raise capital from CTO members, national and
international telecom operators, development banks and
national institutions, other sovereign funds and private
institutional investors.
The Fund will provide equity capital for investment in
a variety of projects to deliver telecommunications
infrastructure and services in the Fund’s member states. It
will create the possibility of investing in a wide diversity
of projects, in many cases supported by Universal Service
and Access Fund (USAF) grant funding, which will
enhance the returns to investors and, through portfolio
diversification, minimise risk. The opportunity to invest
in an internationally diverse mix of projects offering an
attractive return is designed to attract large sums of
capital from commercial institutions, seeking new ways
to participate in meeting the need for telephony and
broadband data communications in communities that
lack this basic infrastructure.

Who will set up and manage the
investments?
The CTDF proposal has been developed by Futurealities
(an investment management group) in conjunction with
the CTO and with preliminary high-level advice from
the Ashmore Group, fund managers. The CTO will set
up the CTDC, comprising its founding members (as a
Governing Board of Directors) and will appoint
Futurealities as its investment management agent (IMA).
Futurealities together with the CTO have assessed
which firm of fund managers would be best qualified to
act on behalf of the Fund and will recommend that
Ashmore should be the preferred Fund Management
Agent (FMA). This is subject to the consent of the
relevant parties, satisfactory contractual and economic
arrangements being agreed and definition of the FMA
role. The mandates for Futurealities and the FMA will be
for an initial period of five years, on terms acceptable to
the CTDC Governing Board of Directors, and may be
renewed for a further five years of the Fund, subject to
the IMA and the FMA respectively achieving successful
performance for both the Fund and the CTDC.
The initial proposal for the CTDF was approved by
the Council of the CTO at its Annual Meeting in Nadi,
Fiji, on 18 September 2009, and the Management of the
CTO has been authorised to proceed with creating such
investment vehicle(s) and mechanisms as are required to
set up the fund.
Following further consultations by the management of
the CTO, and the engagement of Futurealities and
Ashmore by CTO on an interim basis, the CTO
Council, at its most recent meeting in Colombo, Sri
Lanka, on 16-17 September, further endorsed the work
done to date by CTO Management. The Council also
agreed to a timetable by which prospective shareholders
could lodge their initial expressions of interest by
6 December 2010 and proceed to attend an initial
meeting of prospective shareholders on the 6-7
December at the BIS Conference Centre in Victoria,
London. The timetable also includes the expectation
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that interested shareholders will lodge initial amounts of
money representing their shares in an account to be
opened in Mauritius.
The CTO is seeking commitment from a group of
institutions in its member countries who will be asked
to contribute sufficient funds to allow the CTO to
proceed with setting up the investment vehicle, the
Commonwealth Telecom Development Company
(CTDC), which will define the Fund’s particulars,
develop its governance and management structure,
negotiate all required contractual arrangements and
prepare the fund prospectus.
The CTO will secure the support of a group of
founder investors who will commit to investing US$1m
each in the establishment of the CTDC and a further
US$5m each in the underlying CTDF. These founder
member investors, who may be national agencies or
established telecom operators in the target countries,
will be invited to join the Governing Board of the
CTDC together with representation from the CTO.
The Board of Directors of the CTDF will be
appointed on behalf of all the investors to oversee the
management of the Fund in accordance with the
Fund’s offering memorandum and constitution, agreed
with the Governing Board of the CTDC. Half of the
CTDF Board of Directors and its chairman will be
appointed by the CTDC Governing Board, the other
half by the FMA. They will be responsible for the
Fund’s adherence to the strategy agreed with the
CTDC Governing Board.

Who will provide the capital?
The Commonwealth Telecom Development Fund
(CTDF) will be launched by the CTDC Investment
Management Agent with the support of the FMA. It
will seek to attract public and private capital to invest
in projects that will provide the fibre infrastructure,
wireless broadband network and ICT services in areas
where these are not yet available, qualifying for grant aid
support and technical assistance where possible. It will
do so in several stages.
The CTDF first capital raising aims to secure
US$50m from the founder investors among the CTO
members. These may be either public or private sector
investors from the member countries. Several CTO
member countries have suggested that their
governments, regulators, universal service agencies, main
telecom operators, social security and pension funds,
and a variety of development-oriented banks, could all
be potential investors from a given country. Some
smaller countries have suggested the pooling of funds
from a variety of sources within the country into a
‘special purpose vehicle’ in order for the country to
make the US$1 million investment into the CTDC and
the US$5 million into the CTDF. Subsequent to the
launch of the first fund, other CTO members and nonmembers will be able to join the CTDC and invest in
further rounds of fund raising to become eligible
markets for project investment.
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The first stage funding will also aim to secure a further
minimum US$50m investment from other sovereign
investment agencies and potential business partners/
telecom operators. These will include other CTO
members, Commonwealth public and private sector
entities, multilateral agencies and donor countries. Provision
will be made for two classes of capital. The founder
members will be invited to subscribe for Class A shares,
which are for the term of the Fund and are subordinate to
the Class B shares, which provide for early redemption after
seven years of capital investments by all other investors.
Class A shares will be non-dividend-bearing but will
benefit from the fund’s capital appreciation.
The second capital raising will seek a further
US$150m from private sector sources within one year.
This will be raised from among private institutional
investors, pension funds and insurance companies in
particular. It is envisaged that these funds will expect to
realise their investment return within a finite period of
the fund term and, as investors in Class B shares, will
therefore be able to redeem their capital in stages from
the proceeds of the sale of investments after year seven.
Further rounds of capital raising may be undertaken
subsequently, once the fund has been fully invested.
Further capital raised in this way, either from additional
member countries or from private investors, will be
invested in separate and subsequent funds, structured
with different end-dates.

Where and in what will the fund invest?
The aim is to create a Fund of international equity
capital that can be used to invest in a portfolio of
telecom projects, which will meet both national and
international criteria for either grant or subsidised debt
finance. The Fund will work with other equity, debt and
guarantee providers to offer funding to projects of small
to medium size.
The Fund will seek to work with suitable public or
private partners in financing projects to extend existing
networks. It will be able to participate as a minority
investor alongside established business partners. In new
ventures it will generally seek to have a majority of the
equity capital. The Fund will seek to structure project
financing with debt and grant sources of funds wherever
possible.
The Fund will offer investors the chance to invest in
an international portfolio of projects approved for grant
support in those countries which are founder members
of the Fund. Investments may ultimately be managed
within three regional sub-funds for Asia-Pacific, Africa
and the Caribbean.
The choice of projects to be financed will be
determined by the overall investment strategy, which
will set targets for the geographical distribution (e.g.
urban, rural) and business segmentation by kind of
telecom service (e.g. trunk network, local wireless
network, IT component assembly, or even internet
services) of the Fund, within each region and country.
Projects will be selected initially to minimise risk, ideally

investing with established business partners. Projects will
embrace both services and infrastructure business
ventures, and will be intended primarily to fund fixed
assets, rather than speculative service development.
The geographical distribution of the investment will
also be determined by the flow of project submissions.
The Fund and the associated Incubator Trust will
deliberately support new projects and ventures in all of
the founder member states. Finance for start up ventures
will generally be a mix of equity and grant funding in
the range of US$2-5m per project. Larger projects with
established partners meeting the criteria for grant
support and debt financing will generally require 30-40
per cent of total investment to be funded by equity,
jointly from the CTDF and its local partner.
The Fund will invest primarily in the member states
whose institutions subscribe to the Fund, with no more
than 20 per cent of its funds deployed within any one
member state or in any single project.

Conclusion
In an era where access to information and connectivity
is of paramount importance to help bridge the urbanrural economic disparities, the global community must
work in greater concert to ensure that every individual
has access to basic connectivity for purposes of improved
literacy, education, knowledge, commercial and business
opportunities, and self-empowerment. For many
disadvantaged people and communities in developing
countries this may seem a far-fetched dream.
Connectivity is the surest and cheapest way to make
them integral citizens of the global village and it is the
duty of the CTO and the Commonwealth to work
together to ensure that those deprived of this basic tool,
especially in the undeserved regions, are provided this
important link to communicate with the outside world.

Dr Ekwow Spio-Garbrah, CEO of the CTO, is a former
Minister of Communications of Ghana, and a former senior
official of the African Development Bank and the International
Finance Corporation.
The CTO is an international development partnership between
the Commonwealth and non-Commonwealth governments,
business and civil society organisations. It provides the
international community with effective means to help bridge the
digital divide and achieve social and economic development.
The Secretariat of the Commonwealth Telecommunications
Organisation
64-66 Glenthorne Road
London W6 0LR
UK
Tel: +44 (0)20 8600 3800
Fax: 44 (0) 20 8600 3819
Email: info@cto.int
Website: www.cto.int
Washington D.C., USA, 7-8 October 2010
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REEEP – an effective change
agent for clean development
dŚĞŽƉĞŶŚĂŐĞŶĐĐŽƌĚŶŽƚĞƐĚĞǀĞůŽƉĞĚĐŽƵŶƚƌŝĞƐ͛ĐŽŵͲ
ŵŝƚŵĞŶƚƚŽƉƌŽǀŝĚŝŶŐĚĞǀĞůŽƉŝŶŐĐŽƵŶƚƌŝĞƐǁŝƚŚĨĂƐƚƐƚĂƌƚ
ĮŶĂŶĐĞ ĂƉƉƌŽĂĐŚŝŶŐ h^ ΨϯϬ ďŝůůŝŽŶ ĨŽƌ ƚŚĞ ϮϬϭϬͲϮϬϭϮ
ƉĞƌŝŽĚ͕ ĨŽƌ ĞŶŚĂŶĐĞĚ ĂĐƟŽŶ ŽŶ ŵŝƟŐĂƟŽŶ͕ ĂĚĂƉƚĂƟŽŶ͕
ƚĞĐŚŶŽůŽŐǇĚĞǀĞůŽƉŵĞŶƚĂŶĚƚƌĂŶƐĨĞƌĂŶĚĐĂƉĂĐŝƚǇďƵŝůĚŝŶŐ͘
ƌ͘DĂƌŝĂŶŶĞKƐƚĞƌŬŽƌŶ͕ƚŚĞŝƌĞĐƚŽƌ'ĞŶĞƌĂůŽĨƚŚĞZĞͲ
ŶĞǁĂďůĞ ŶĞƌŐǇ ĂŶĚ ŶĞƌŐǇ ĸĐŝĞŶĐǇ WĂƌƚŶĞƌƐŚŝƉ ;ZWͿ
ĂŶƐǁĞƌƐ ƋƵĞƐƟŽŶƐ ŽŶ ǁŚǇ ƚŚĞ ŽƌŐĂŶŝƐĂƟŽŶ ŝƐ ƐŽ ǁĞůůͲ
ƐƵŝƚĞĚĂƐĂĐůĞĂŶͲĞŶĞƌŐǇĐŚĂŶŐĞĂŐĞŶƚ͘
Y͘tŚǇƐŚŽƵůĚŐŽǀĞƌŶŵĞŶƚƐĐŽŶƐŝĚĞƌZWĂƐĂŶĂŐĞŶƚĨŽƌĨĂƐƚͲ
ƚƌĂĐŬĐůŝŵĂƚĞĨƵŶĚŝŶŐ͍
͘ &ŝƌƐƚ͕ǁĞĂƌĞĨĂƐƚĂŶĚŇĞǆŝďůĞ͘KƵƌƚǇƉŝĐĂůƟŵĞĨƌĂŵĞĨƌŽŵƉƌŽũĞĐƚ
ĂƉƉůŝĐĂƟŽŶƚŽĂĚŝƐďƵƌƐĞŵĞŶƚŝƐƐŝǆƚŽŶŝŶĞŵŽŶƚŚƐ͕ƐŽǁĞƌĞƐƉŽŶĚ
ƚŽƌĞŐŝŽŶĂůŶĞĞĚƐǀĞƌǇƋƵŝĐŬůǇ͘KƵƌŝŶͲ
ƚĞƌǀĞŶƟŽŶƐ ĂƌĞ ƉĂƌƟĐƵůĂƌůǇ ĞīĞĐƟǀĞ
ŝŶ ƚŚĂƚ ƚŚĞǇ ƚĂƌŐĞƚ ďŽƚŚ ƚŚĞ ĚĞŵĂŶĚ
ĂŶĚ ƐƵƉƉůǇ ƐŝĚĞƐ ŽĨ ƚŚĞ ĐůĞĂŶ ĞŶĞƌŐǇ
ĐŽŝŶ͖ƌĞŶĞǁĂďůĞĞŶĞƌŐǇĂŶĚĞŶĞƌŐǇĞĨͲ
ĮĐŝĞŶĐǇ͖ĂŶĚĂƌĞĞīĞĐƟǀĞŝŶŚŽǁƚŚĞǇ
ŝŶƚĞŐƌĂƚĞůŽĐĂůƐƚĂŬĞŚŽůĚĞƌƐƚŽĐƌĞĂƚĞ
Ă ƐƚƌŽŶŐ ƐĞŶƐĞ ŽĨ ŽǁŶĞƌƐŚŝƉ͘ tĞ ĂƌĞ
ŶĞƵƚƌĂů ŝŶ ĐŚŽŝĐĞ ŽĨ ƚĞĐŚŶŽůŽŐǇ͕ ĂŶĚ
ǁĞůĐŽŵĞ ĚŽŶŽƌ ŝŶŇƵĞŶĐĞ ŝŶ ƉƌŽũĞĐƚ
ƐĞůĞĐƟŽŶ͘tŝƚŚĂŶŝŵƉƌĞƐƐŝǀĞƚƌĂĐŬƌĞĐŽƌĚŝŶĚĞůŝǀĞƌŝŶŐĞīĞĐƟǀĞŝŶƚĞƌͲ
ǀĞŶƟŽŶƐ͕ǁĞ͛ƌĞŝĚĞĂůĨŽƌƚĞƐƟŶŐŶĞǁĐůŝŵĂƚĞĮŶĂŶĐĞŝŶŝƟĂƟǀĞƐ͘
Y͘ ĂŶǇŽƵďĂĐŬƵƉƚŚŝƐƚƌĂĐŬƌĞĐŽƌĚǁŝƚŚƉƌŽŽĨŽĨŚŝŐŚƋƵĂůŝƚǇ
ĂŶĚŐŽŽĚŐŽǀĞƌŶĂŶĐĞ͍
͘ ďƐŽůƵƚĞůǇ͘dŚĞWĂƌƚŶĞƌƐŚŝƉŚĂƐĨƵŶĚĞĚϭϯϮƉƌŽũĞĐƚƐƚŽĚĂƚĞ͘Ŷ
ŝŶĚĞƉĞŶĚĞŶƚ ƐƚƵĚǇ ŽĨ ŽƵƌ ƉƌŽũĞĐƚ ƉƌŽŐƌĂŵŵĞ ƐƉĞĐŝĮĐĂůůǇ ƉƌĂŝƐĞĚ
ƚŚĞ ŚŝŐŚ ůĞǀĞů ŽĨ ůŽĐĂů ƐƚĂŬĞŚŽůĚĞƌ ďƵǇͲŝŶ ŽŶ ƚŚĞ ŐƌŽƵŶĚ͕ ZW͛Ɛ
ŵĂƚƵƌĞ͕ĨƵŶĐƟŽŶŝŶŐZĞŐŝŽŶĂů^ĞĐƌĞƚĂƌŝĂƚƐƚƌƵĐƚƵƌĞĂŶĚƚŚĞĨĂĐƚƚŚĂƚ
ƚŚĞƉƌŽũĞĐƚƐĂĐŚŝĞǀĞĚĂŚŝŐŚůĞǀĞůŽĨŝŵƉĂĐƚĨŽƌƚŚĞĂŵŽƵŶƚƐŝŶǀĞƐƚĞĚ͘
/ŶĨĂĐƚ͕ǁĞƐǇƐƚĞŵĂƟĐĂůůǇůŽŽŬĨŽƌŝŶƚĞƌǀĞŶƟŽŶƐƚŚĂƚŚĂǀĞƚŚĞƉŽƚĞŶƟĂů
ƚŽďĞƵƉƐĐĂůĞĚ͘
Y͘ĂŶǇŽƵƉŽŝŶƚƚŽƐŽŵĞƐƉĞĐŝĮĐĞǆĂŵƉůĞƐŽĨŝŶƚĞƌǀĞŶƟŽŶƐǁŝƚŚ
ĂŵƵĐŚǁŝĚĞƌĞīĞĐƚƚŚĂŶƚŚĞŽƌŝŐŝŶĂůƉƌŽũĞĐƚŝƚƐĞůĨ͍
͘ /ŶϮϬϬϱͲϲ͕ZWĨƵŶĚĞĚƚŚĞĚĞǀĞůŽƉŵĞŶƚŽĨĂEĂƟŽŶĂů/ŵƉůĞͲ
ŵĞŶƚĂƟŽŶZŽĂĚŵĂƉĨŽƌtŝŶĚŝŶŚŝŶĂĂƐĂŶŽŶŐŽŝŶŐŝŶƉƵƚŝŶƚŽƚŚĞ
ϭϭƚŚ &ŝǀĞ zĞĂƌ WůĂŶ ;ϮϬϬϱ Ͳ ϮϬϭϬͿ͕
ǁŝƚŚ Z ;ĞŶƚƌĞ ĨŽƌ ZĞŶĞǁĂďůĞ
ŶĞƌŐǇ ĞǀĞůŽƉŵĞŶƚͿ ĂƐ ŝŵƉůĞͲ
ŵĞŶƟŶŐ ƉĂƌƚŶĞƌ͘ dŚĞ ŽƌŝŐŝŶĂů ǁŝŶĚ
ŐĞŶĞƌĂƟŽŶ ƚĂƌŐĞƚ ĨŽƌ ϮϬϭϬ ;ϰ 'tͿ
ŚĂƐ ƐŝŶĐĞ ďĞĞŶ ƌĞǀŝƐĞĚ ƐŝŐŶŝĮĐĂŶƚůǇ
ƵƉǁĂƌĚ ƚǁŝĐĞ͘ Ǉ ƚŚĞ ĞŶĚ ŽĨ ϮϬϬϴ͕
Ăƚ ůĞĂƐƚ ϭϱ ŚŝŶĞƐĞ ĐŽŵƉĂŶŝĞƐ ǁĞƌĞ ƉƌŽĚƵĐŝŶŐ ǁŝŶĚ ƚƵƌďŝŶĞƐ ĂŶĚ
ƐĞǀĞƌĂůĚŽǌĞŶŵŽƌĞǁĞƌĞƉƌŽĚƵĐŝŶŐĐŽŵƉŽŶĞŶƚƐ͕ĂŶĚĐŽƐƚƐŝŶƚŚĞ
ǁŝŶĚƐĞĐƚŽƌĚƌŽƉƉĞĚĚƌĂŵĂƟĐĂůůǇ͘dŚŝƐŚĂƐĂůƐŽůĞĚƚŽƚǁŽĨŽůůŽǁͲƵƉ

ƉƌŽũĞĐƚƐ͗ĂƐŝŵŝůĂƌƌŽĂĚŵĂƉĨŽƌƚŚĞƐŵĂůůͲƐĐĂůĞǁŝŶĚƚƵƌďŝŶĞŝŶĚƵƐƚƌǇ
ŝŶŚŝŶĂ͕ĂŶĚĂƉƌŽũĞĐƚƚŽƋƵĂŶƟĨǇŚŽǁŚŝŶĂĐŽƵůĚŵĞĞƚϯϬйŽĨŝƚƐ
ϮϬϯϬĞŶĞƌŐǇŶĞĞĚƐĨƌŽŵƌĞŶĞǁĂďůĞƐŽƵƌĐĞƐ͖ĂůƐŽĂƐĂŶŝŶƉƵƚƚŽƚŚĞ
ĮǀĞͲǇĞĂƌƉůĂŶŶŝŶŐĐǇĐůĞ͘
ŶŽƚŚĞƌ ZWͲĨƵŶĚĞĚ ƉƌŽũĞĐƚ ŚĂƐ
ǁŽƌŬĞĚ ǁŝƚŚ ƚŚĞ /ŶĚŝĂŶ ZĞŶĞǁĂďůĞ
ĞǀĞůŽƉŵĞŶƚŐĞŶĐǇŝŶŚĞůƉŝŶŐƚŚĞ
ĨĞĚĞƌĂů ƌĞŐƵůĂƚŽƌ ƚŽ ŵĂƉ ŽƵƚ ƚŚĞ
ŝŵƉůĞŵĞŶƚĂƟŽŶŽĨĂƐǇƐƚĞŵŽĨƚƌĂĚͲ
ĂďůĞ ƌĞŶĞǁĂďůĞ ĞŶĞƌŐǇ ĐĞƌƟĮĐĂƚĞƐ
;ZƐͿ ďĞƚǁĞĞŶ ƚŚĞ /ŶĚŝĂŶ ƐƚĂƚĞƐ͘
dŚŝƐǁŝůůƌĞŵŽǀĞĂŵĂũŽƌďĂƌƌŝĞƌƚŽƚŚĞƐƚĂƚĞƐƌĞĂĐŚŝŶŐƚŚĞŝƌƌĞŶĞǁͲ
ĂďůĞƉŽƌƞŽůŝŽƐƚĂŶĚĂƌĚƐ͘/ŶĚŝĂŶƐƚĂƚĞƐǁŝƚŚůĂƌŐĞƌĞŶĞǁĂďůĞĞŶĞƌŐǇ
ƉŽƚĞŶƟĂůĐĂŶŶŽǁĚĞǀĞůŽƉŝƚ͕ĂŶĚŵĂƌŬĞƚƚŚĞŐƌĞĞŶĞŶĞƌŐǇƚŽƐƚĂƚĞƐ
ǁŚŽŶĞĞĚŝƚ͘
ŶŽƚŚĞƌ ĨĂƌͲƌĞĂĐŚŝŶŐ ŝŶƚĞƌǀĞŶƟŽŶ
ŝƐ ZW͛Ɛ ƐƵƉƉŽƌƚ ĨŽƌ Zd^ĐƌĞĞŶ͕
Ă ĨƌĞĞ ƉŝĞĐĞ ŽĨ ĚĞĐŝƐŝŽŶͲŵĂŬŝŶŐ
ƐƵƉƉŽƌƚ ƐŽŌǁĂƌĞ ĨŽƌ ĚĞǀĞůŽƉĞƌƐ ŽĨ
ƌĞŶĞǁĂďůĞ ĞŶĞƌŐǇ ĂŶĚ ĞŶĞƌŐǇ ĞĨͲ
ĮĐŝĞŶĐǇ ƉƌŽũĞĐƚƐ͘ KƌŝŐŝŶĂůůǇ ŵĂĚĞ
ĂǀĂŝůĂďůĞ ďǇ EĂƚƵƌĂů ZĞƐŽƵƌĐĞƐ
ĂŶĂĚĂ͕ ZW ĨƵŶĚŝŶŐ ŚĞůƉĞĚ ƚŽ ĂĚĚ ĞŶĞƌŐǇ ĞĸĐŝĞŶĐǇ ĂŶĚ ůĞŐĂů
ŵŽĚƵůĞƐƚŽƚŚĞƐŽŌǁĂƌĞ͕ĂŶĚƚŽƚƌĂŶƐůĂƚĞƚŚĞǁŚŽůĞƉĂĐŬĂŐĞŝŶƚŽ
ŵŽƌĞƚŚĂŶϮϬůĂŶŐƵĂŐĞƐ͘DĞĂŶǁŚŝůĞ͕Zd^ĐƌĞĞŶŝƐŶŽǁĂǀĂŝůĂďůĞŝŶ
ϯϱůĂŶŐƵĂŐĞƐĂŶĚĞŶĂďůĞƐϮϲϬ͕ϬϬϬƵƐĞƌƐŝŶϮϮϮĐŽƵŶƚƌŝĞƐƚŽŵĂŬĞ
ƐĞŶƐŝďůĞĚĞĐŝƐŝŽŶƐƚŚĂƚŵĂŬĞƚŚĞŝƌĐůĞĂŶĞŶĞƌŐǇƚĞĐŚŶŽůŽŐǇƉƌŽũĞĐƚƐ
ďĂŶŬĂďůĞ͘

dŚĞ ZĞŶĞǁĂďůĞ ŶĞƌŐǇ ĂŶĚ ŶĞƌŐǇ ĸĐŝĞŶĐǇ WĂƌƚŶĞƌƐŚŝƉ ;ZWͿ
ŝƐ ĂŶ ĂĐƟǀĞ͕ ŐůŽďĂů ƉĂƌƚŶĞƌƐŚŝƉ ƚŚĂƚ ǁŽƌŬƐ ƚŽ ƌĞĚƵĐĞ ƚŚĞ ďĂƌƌŝĞƌƐ
ůŝŵŝƟŶŐƚŚĞƵƉƚĂŬĞŽĨƌĞŶĞǁĂďůĞĞŶĞƌŐǇĂŶĚĞŶĞƌŐǇĞĸĐŝĞŶĐǇƚĞĐŚͲ
ŶŽůŽŐŝĞƐ͕ ǁŝƚŚ Ă ƉƌŝŵĂƌǇ ĨŽĐƵƐ ŽŶ ĞŵĞƌŐŝŶŐ ŵĂƌŬĞƚƐ ĂŶĚ ĚĞǀĞůŽͲ
ƉŝŶŐ ĐŽƵŶƚƌŝĞƐ͘ ZW ŝŶŝƟĂƚĞƐ ĂŶĚ ĨƵŶĚƐ ƉƌŽũĞĐƚƐ͖ ƚĂƌŐĞƚĞĚ ŝŶƚĞƌͲ
ǀĞŶƟŽŶƐ ŝŶ ƚǁŽ ƐƉĞĐŝĮĐ ĂƌĞĂƐ ƚŚĂƚ ƐƚĂŬĞŚŽůĚĞƌƐ ďĞůŝĞǀĞ ŽīĞƌ ƚŚĞ
ŐƌĞĂƚĞƐƚƉŽƚĞŶƟĂůĨŽƌĚĞǀĞůŽƉŝŶŐƚŚĞŵĂƌŬĞƚĨŽƌƐƵƐƚĂŝŶĂďůĞĞŶĞƌŐǇ͗
ͻ ĂƐƐŝƐƟŶŐŐŽǀĞƌŶŵĞŶƚƐŝŶĐƌĞĂƟŶŐĨĂǀŽƵƌĂďůĞƌĞŐƵůĂƚŽƌǇĂŶĚ

 ƉŽůŝĐǇĨƌĂŵĞǁŽƌŬƐ
ͻ ƉƌŽŵŽƟŶŐŝŶŶŽǀĂƟǀĞĮŶĂŶĐĞĂŶĚďƵƐŝŶĞƐƐŵŽĚĞůƐƚŽĂĐƟǀĂƚĞ 
 ƚŚĞƉƌŝǀĂƚĞƐĞĐƚŽƌ
ZWĚĞǀĞůŽƉƐĂŶĚƐƵƉƉŽƌƚƐƉŽůŝĐǇͲŵĂŬĞƌŶĞƚǁŽƌŬƐƚŚƌŽƵŐŚŝŶŝƟͲ
ĂƟǀĞƐƐƵĐŚĂƐƚŚĞŶĞƌŐǇĸĐŝĞŶĐǇŽĂůŝƟŽŶ;Ϳ͕ƚŚĞ^ƵƐƚĂŝŶĂďůĞ
ŶĞƌŐǇZĞŐƵůĂƟŽŶEĞƚǁŽƌŬ;^ZEͿĂŶĚZĞŶĞǁĂďůĞŶĞƌŐǇĂŶĚ/ŶͲ
ƚĞƌŶĂƟŽŶĂů>Ăǁ;Z/>ͿƐƵďͲŶĞƚǁŽƌŬƐ͘/ƚĂůƐŽŽƉĞƌĂƚĞƐƌĞĞŐůĞ͕ƐĞĂƌĐŚ
ĞŶŐŝŶĞĨŽƌƚŚĞŐƌĞĞŶĞŶĞƌŐǇǁŽƌůĚĂŶĚĂĐůĞĂŶĞŶĞƌŐǇďůŽŐ͘
ǁǁǁ͘ƌĞĞĞƉ͘ŽƌŐ
ǁǁǁ͘ƌĞĞŐůĞ͘ŝŶĨŽ
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he Green Economy has become an important subject of international debate, particularly in the
UN climate change negotiations, but also in the context of the Rio +20 conference in 2012. A
Green Economy is one that broadly pursues socially and environmentally sustainable development.
However, in the light of climate change, a Green Economy is increasingly defined as low-carbon,
resilient to the effects of climate change and taking advantage of the growth and job opportunities that
decarbonisation and climate resilience bring. This article explores economic policy issues for
Commonwealth countries related to the Green Economy.

T

C

limate change is an economic challenge as much as
it is an environmental challenge. To keep climate
change within acceptable bounds – usually understood
to mean average warming of no more than 2ºC – global
greenhouse gas emissions have to fall by at least 50 per
cent by the middle of the century, and they have to peak
within the next 10 years or so.
This requires a wholesale transformation in the way
modern economies work, from our sources of energy to
our transport systems, agricultural practices and the way
we produce industrial goods. Developed countries have
to be at the forefront of the low-carbon revolution, but
emerging markets and, eventually, developing countries
will have to contribute as well.
On top of the decarbonisation agenda, countries have
to prepare for the consequences of the 2ºC warming we
are committed to (or more, if decarbonisation fails).
Adaptation to climate change is particularly pressing for
developing countries, and this too is an economic
challenge. Investment plans and development models
will have to be reviewed with the risk of climate change
in mind.

Green growth
If the Green Economy is to happen it will require the
involvement and leadership not just of environment
ministers, but of prime ministers, economy ministers and
finance ministers. They will rightly ask what green
growth will do to traditional economic concerns like
employment and growth.
The short answer is that moving to a Green Economy
has relatively small implications on economic growth,
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employment or trade. It may in fact create new economic
opportunities, for example additional capital flows.
A Green Economy would reduce exposure to climate
change by diversifying away from vulnerable sectors and
moving up the industrialisation ladder. Many developing
economies are still heavily concentrated in sectors that are
vulnerable to climate change, such as agriculture. In coastal
areas diversification could mean less reliance on fishery
and the sustainable management of coastal ecosystems.
This will have ramifications for industrial policy but is
consistent with general development strategies.

Effects on planned development
Many elements of a Green Economy correspond to countries’
long-term development interests. Investing in energy
efficiency, climate-resilient infrastructure and low-carbon
energy, including renewable energy and biofuels, has economic
benefits that are independent of climate change, for example
in terms of economic productivity, energy security and by
boosting investment. The benefits of electrification to lowincome households are well documented, for example, and
renewable energy solutions are often the most cost effective
way of bringing energy to the poor.
At the same time, well-designed growth strategies can reduce
vulnerability to climate change. Research shows that the
adverse effects of climate disasters are inversely related to
basic development indicators like income per capita, literacy,
the quality of institutions, trade openness and the depth of
financial markets. Pursuing traditional development policies
that address these factors can therefore increase climate
resilience, as long as policy-makers factor in potential climate
risks (for instance in the development of hazard zones).
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In a Green Economy natural resources are sustainably
managed, including forests and coastal ecosystems.
Halting deforestation is critical to stabilise the climate.
Land use is the most important source of greenhouse gas
emissions in developing countries. Halting deforestation
also tends to be in countries’ self-interest once the
environmental and economic benefits of forests are
accounted for, as the example of Guyana has shown.
Well-managed ecosystems are more resilient to the
impacts of climate change, for example, and can help
societies adapt. Forests and wetlands provide protection
against storm surges and flooding.
Addressing problems like deforestation is complex,
and in many instances reforms have stalled.
International support for a Green Economy provides
an opportunity for reform-minded governments to
finally tackle these deep-seated problems, which hold
back growth.

Green jobs
There is evidence that the Green Economy does not
impose a long-term penalty on jobs. Renewable energy
is still more labour-intensive than coal and gas.
According to one study, coal and gas-fired electricity
generation employs less than half the personnel, per
megawatt of capacity, than biomass and wind. The
economy-wide effects of clean technology are also
generally positive, with new jobs created in related
industries such as wind turbine manufacture, biofuel
production and renewable energy dealerships.
In the short term, labour market rigidities may create
unemployment, which may require policy intervention.
The Green Economy requires new and different skills.
Jobs will be lost in carbon-intensive sectors, such as coal
mining, refining or cement, while new jobs will be
created in low-carbon sectors, such as renewable energy
and carbon sequestration. Labour market rigidities may
make it difficult for workers to move from one sector
to another. In the short term this can create
unemployment. There may be a need to intervene in
the labour market, e.g. through training programmes, to
facilitate labour mobility. Labour market effects will be
lower if technologies like carbon capture and storage
become effective, as this would preserve existing jobs in
sectors like coal.
Some economists think that the innovation-led
structural change required for a Green Economy will
be a powerful engine for job creation, productivity
improvements and growth in the long ter m. The
argument is that the arrival of new technologies with
wide-ranging applications (such as infor mation
technology, or the steam engine before) will trigger a
process of technology diffusion, adaptation and
exper imentation which increases the demand for
skilled labour. Skill-biased technical change has been
a major factor in global wealth creation over recent
decades, both in ter ms of wage income (through
productivity growth) and job creation (through
expansion).

Green trade
Small open economies have an interest in adopting
international best practice early to remain competitive.
As the world economy decarbonises, ‘international best
practice’ will increasingly mean low-carbon practice.
Adopting this early could create new competitive
advantages and avoid being locked into obsolete
processes. The low carbon economy may also open up
new opportunities. The worldwide search for better
biofuels, for example, may give some countries scope for
developing a new and valuable cash crop as well as a way
of developing their own low-carbon transport systems.
Mauritius has already embarked in this direction with its
ethanol programme.
The rapid development of a global Green Economy is
the best way to address concerns about competitiveness
and ‘carbon leakage’. High-income countries are
concerned that unilateral action on their part could lead
to the leakage of jobs and emissions to countries
without a carbon constraint. They are likely to take steps
to protect their industries, and some of these moves
could affect international trade. A global Green
Economy that reflects countries’ ‘common but
differentiated responsibilities’ would restore the level
playing field and allow free trade to resume.

The worldwide search for better
biofuels may give some countries scope
for developing a new and valuable cash
crop as well as a way of developing their
own low-carbon transport systems.
A potential concern for trade is that international
transport emissions will have to be curtailed. International
aviation and shipping are a growing source of greenhouse
gas emissions, and are not currently regulated under the
UN Framework Convention on Climate Change.
However, efforts are under way to change this. The
European Union, for example, will bring aviation into its
Emissions Trading Scheme from 2012. This will make
international transport more expensive, but for most
goods transport is a small part of production costs. There
is also evidence that long-haul tourism is less sensitive to
price increases than short-haul tourism.
It is therefore not likely that the decarbonisation of
international transport will have a significant impact on
international trade. However, it may affect the
competitiveness of small and remote economies at the
margin. They could be compensated through a share of
the revenue that might be raised from international
transport emissions.
Trade openness can reduce vulnerability to climate
change. There is some evidence that openness to trade
makes economies more resilient to climate shocks, as it
reduces the reliance of producers and consumers on
domestic markets. Similarly, access to international
Washington D.C., USA, 7-8 October 2010
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capital and skills can accelerate recovery after a natural
disaster. However, there are also risks, for example if
international trade makes countries more vulnerable to
interruptions in transport links. There is some evidence
that natural disasters reduce both imports and exports in
the short run.

Green capital flows
The move to a Green Economy could be associated
with substantial additional capital flows. The 2009
Copenhagen Accord included a pledge by developed
countries to provide an extra US$100 billion a year in
funding for climate change from 2020 onwards. This
amount is roughly on a par with current Official
Development Assistance (ODA). Until 2012 fast-start
finance of up to US$30 billion was promised. The
money was intended to cover possible incremental costs
from a green economic strategy in developing countries
and to pay for those measures that are not in their
immediate self-interest.

Just as for other foreign investment,
countries need to offer an attractive
business environment, including low
administrative barriers, an effective legal
and regulatory framework and stable
political and macro-economic conditions.
The institutional arrangements and modalities of
climate finance are still being negotiated, but it is clear
that much of the money will have to come from the
private sector, including an enlarged carbon market. It is
a concern that the main source of climate finance to
date, the Clean Development Mechanism (CDM), has
largely by-passed low income countries. This is partly
because the design of the CDM does not favour them
(for instance in the high transaction costs for small-scale
projects, and treatment of land use emissions). This will
have to be addressed when reforming the climate
finance architecture.
However, countries themselves also have to do more
to be attractive to climate investors. Just as for other
foreign investment, countries need to offer an attractive
business environment, including low administrative
barriers, an effective legal and regulatory framework and
stable political and macro-economic conditions.
Countries also need to prepare to manage additional
public funding effectively and spend it wisely. The
experience with development assistance shows that to
make effective use of external funding, countries need
strong and transparent fiscal management and a clear,
widely-supported development strategy. The effective
use of climate finance will have the same requirements.
This means integrating climate finance into mainstream
fiscal planning and countries’ economic development
strategies.
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Conclusion
The evidence shows that a Green Economy is consistent
with traditional economic objectives like growth,
openness and full employment. In fact it may well be
the only way to meet these goals. An economic
development strategy that ignores climate change
will ultimately be unsustainable and stunt growth,
employment and prosperity.

An economic development strategy
that ignores climate change will
ultimately be unsustainable and stunt
growth, employment and prosperity.

If the transition to a Green Economy is to occur, it
will require the leadership of Ministers of Finance, from
the vision stage to the planning stage and through to
implementation. It is in the ministries of finance,
planning and the economy that economic policy is
shaped and the conditions for green growth are set.
Working across government and with civil society, these
ministries therefore have to take the lead and integrate
the Green Economy objectives – such as low carbon,
climate-resilient growth – into their economic
development plans.
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The benefits of
a resource-rich,
low-carbon
future

Pavan Sukhdev
Green Economy Initiative,
UN Environment Programme
(UNEP)

everal Commonwealth member states are already demonstrating that there are real economic
gains, as well as environmental and social benefits, to moving towards a resource-rich, lowcarbon future. However, in order to scale up these efforts to meet the tremendous challenges of the
21st century, governments – and particularly Finance Ministers and policy-makers – will need to
create conceptual regulatory and financial frameworks that support this transition. This article
explores several practical measures that Commonwealth members can consider and calls on them to
help lead the way.

S

T

he world urgently needs a new economic paradigm
– one that increases well-being, provides decent
employment and reduces poverty, while also reducing
environmental risks and ecological scarcities. The green
economy represents such a paradigm. The good news is
that many countries – including several in emerging and
developing Commonwealth nations – are leading this
advance.

Every country has its own unique
ecological and human assets and challenges,
and thus needs to develop its own
path to reach the end goal.

Designed to foster sustainable development, achieving
a green economy should be seen as a journey. Every
country has its own unique ecological and human assets
and challenges, and thus needs to develop its own path
to reach the end goal. But what is imperative is that we
all move in this direction.
Green economy is not a revolution but an evolution.
So long as we continue to live beyond the means of
the planet, consuming its resources and producing
greenhouse gases at rates far greater than it can withstand
and regenerate, we must seek an alternative way forward.
Policy-makers – and Finance Ministers in particular –
have a critical role to play is leading this transition.

Ultimately, the future economic development path will
be shaped by the conceptual, regulatory, reporting and
fiscal and financial frameworks developed to support a
green economy.
More specifically, governments need to ensure that
there are substantial investments that protect and enhance
and ensure equitable access to their natural capital, and at
the same time, minimise any environmental risks or
natural resource scarcities.

Recommendations for reform
A recent technical paper developed by the UNEP’s
Green Economy Initiative entitled Driving a Green
Economy through Public Finance and Fiscal Policy Reform
makes the following recommendations:
• New substantial investments will need to be supported
by a portfolio of policy measures – fiscal, regulatory
and informational – to promote an effective and fair
transition to a green economy;
• International policies and market infrastructures must
also be developed to encourage new investments.
• Tax reforms that improve environmental sustainability
should be considered;
• Public expenditure, including for cleaner infrastructure
provisions, sustainable or ‘green’ public procurement,
and funding for research and development can also
drive market change;
• Lastly, and perhaps most obvious, reforming harmful
subsidies that fuel unsustainable economic activity and
environmental degradation might be politically difficult
Washington D.C., USA, 7-8 October 2010
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in the short-term but are fiscally advantageous and an
important step in moving towards a green economy.
While many governments are still recovering from the
global financial crisis, there may be temptation to seek
short-term solutions that support ‘business as usual’
activities and continue to exploit our natural capital.
However, such strategies are short-sighted and the
challenges before us too great.

There may be temptation to seek
short-term solutions that support
‘business as usual’ activities and continue
to exploit our natural capital.

New pressures on vulnerable
communities
Today, we know that escalating climate change is
wreaking havoc on already stressed natural ecosystems
critical to our survival, such as forests and freshwater, and
imposing a heavy toll on poor and vulnerable
communities. Increasing human population is also
adding to this pressure – not only in terms of resource
use, but also in terms of services and infrastructure in
our cities, where half of the world’s population now live.
Furthermore, ecosystem services, which underpin the
global economy, are shrinking at a rapid rate. The world’s
poor are particularly vulnerable, with 14 per cent of the
population of developing countries and some 21 per
cent of their urban dwellers living in low-lying coastal
regions most exposed to climate risks, such as rising sea
levels, coastal flooding and soil erosion.

The world’s poor are particularly vulnerable,
with 14 per cent of the population of
developing countries and some 21 per cent
of their urban dwellers living in low-lying
coastal regions most exposed to climate risks.
Therefore, we must accelerate our efforts to move from
a wasteful and unsustainable ‘brown’ economy to a lowcarbon, resource-rich ‘green’ future. We must lessen our
excessive dependence on fossil fuels – oil, gas and coal –
which still attract US$500 billion a year in government
subsidies, and scale up our investments in renewable
energy technologies, such as wind and solar power.

Already deriving benefits from green
innovation
Trends in sustainable energy investments are continuing
to grow, surpassing investments in fossil fuel generation
in 2008. Globally, renewable energy investments are
projected to reach US$630 billion by 2030, up from
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$162 billion in 2009, and to create an additional 20
million jobs.
What some may find surprising is that so many
emerging and developing economies are already
deriving benefits from moving towards a green
economy. In China, India, Brazil and South Africa, as
well as in Bangladesh, Barbados, Papua New Guinea,
Kenya and Uganda, governments are already pursuing
green economic initiatives that will help their countries
meet these challenges.
• Curitiba, Brazil, which I visited recently to launch a
TEEB (The Economics of Ecosystems and
Biodiversity) report, is considered a world-class model
in urban planning and especially public transport –
around 45 per cent of city travel is on the public
network. The designers’ foresight and perseverance
have paid off as the city’s population and industry have
expanded over the years, along with its public green
space. Now, it also has the highest public green space
per capita of any metropolis.

Renewable energy investments are
projected to reach US$630 billion by 2030,
up from $162 billion in 2009, and to
create an additional 20 million jobs.

Smart buildings and smart grids, introduced with the
appropriate policy measures, help improve urban
efficiency.
• In Kenya, the government has introduced feed-in
tariffs, which require energy companies responsible for
the national grid to buy electricity from renewable
energy sources at pre-determined prices that are high
enough to encourage new investment, while providing
a guaranteed market for those producing the electricity
from solar, wind and other renewable sources.
• In Bangladesh, despite the fact that more than 80 per
cent of the population lives in poverty and 70 per cent
have no access to the electricity grid, more than 400,000
homes now have solar photovoltaic lighting based on
microfinance from Grameen Shakti so they could install
the generating facilities. This means rural families – and
particularly women and children – no longer endanger
their health using polluting kerosene lamps.
• In China, now the world’s largest exporter of solar
panels, an estimated 10 per cent of households now
have solar-powered water heaters, and 1.5 million
people are employed in its renewable energy sector.
Other countries, such as Barbados and South Africa,
are also part of this new economic brigade.
• Barbados first highlighted its green economy
aspirations in its National Strategic Plan in 2006, and
has recently asked UNEP to undertake a scoping study
to help it advance its work in key sectors so it can

Environmental Finance

Government stimulus
The financial crisis has sparked ‘green’ investments as part of
several government stimulus packages. The Republic of Korea,
for example, pledged three per cent of its GDP or up to 80 per
cent of its total stimulus package to green initiatives, while the
UK pledged six per cent of its stimulus package would be set
aside for green measures. Currently, though, the green portion
of the G20’s US$2.7 trillion stimulus package only adds up to a
mere 0.7 per cent of its GDP. This means that these countries
are falling short on their commitment to a ‘green recovery and
sustainable global growth’.

meet its goals. The results will be unveiled at a regional
conference on the green economy in the spring of
next year.
• South Africa is also seizing this opportunity, and is
keen to develop a regional green economy strategy for
the continent.

In Bangladesh more than 400,000 homes
now have solar photovoltaic lighting based
on microfinance from Grameen Shakti.

Several countries, including many Commonwealth
member states, are demonstrating that multiple benefits
can be realised as a result of promoting new green
sectors, as well as from greening the traditional brown
sectors. For example, certified biodiversity-friendly
agricultural products are expected to be worth US$210
billion by 2020, up from US$40 billion in 2008. With
the right backing, this sector can generate new income
flows while conserving the planet’s natural capital.
• In Uganda, where 85 per cent of the population is
employed in agriculture, the first national Organic
Standard was adopted in 2004. A few years later, under
a joint initiative by UNEP and UN Conference on
Trade and Development (UNCTAD), the East African
community adopted a similar measure, called the East
African Organic Products Standards. During this
period, Uganda’s certified organic exports jumped
from US$6.2 million in 2004/05 to US$22.8 million
in 2007/08, and the number of certified farmers
quadrupled. In 2009, the government released a draft
Organic Agriculture Policy, which provides new
mechanisms for farmers to improve productivity and
access markets, and thus helps to secure the country’s
future growth in this sector.
Policy-makers need to provide better and more
transparent regulations that level the playing field and

enable new models and green products to compete with
brown products. At the same time, closer collaboration
with the private sector could encourage innovation and
sustainable production, and the role of policy-makers
cannot be over-emphasised in reducing perverse
subsidies and devising forward-looking incentives.

Policy initiatives needed
Commonwealth member states are already
demonstrating that there are multiple opportunities and
benefits in moving towards a green economy. The onus,
however, is on policy-makers, and particularly Finance
Ministers, to create new conceptual regulatory and
financial frameworks that will help lead and support this

Closer collaboration with the private
sector could encourage innovation and
sustainable production, and the role of
policy-makers cannot be over-emphasised in
reducing perverse subsidies and devising
forward-looking incentives.
critical transition.
The Commonwealth, with its 54 diverse member
states and institutions, is well-placed to promote this
new economic paradigm – one that ensures countries
are well-positioned to make the transition to a green
economy and reap its many rewards.

Pavan Sukhdev is Special Adviser and Head of UNEP’s
Green Economy Initiative. He is also the Study Leader for the
TEEB, a project he was appointed to lead in 2008. A career
banker, Pavan is on sabbatical from Deutsche Bank to lead these
projects.
The Green Economy Initiative of UNEP is designed to
assist governments in ‘greening’ their economies by reshaping and
refocusing policies, investments and spending towards a range of
sectors, such as clean technologies, renewable energies, water
services, green transportation, waste management, green buildings
and sustainable agriculture and forests.
Tel: +44 (0)1223 814 613
Email: pavan@unep.wcmc.org
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The ﬁscal situation

Fiscal adjustment roadmap

Like most countries in the region, Swaziland is facing
ﬁscal challenges as a result of the global economic
crisis which has resulted in a slowdown in economic
activity and a sharp decline in government revenue. This
affected mainly the revenue from the customs union,
which has declined by over 60%. Projections indicate
that the situation will not return to normal over the
medium term and as such mitigation measures have
to be undertaken. In an effort to mitigate the impact
of the economic crisis, the government of Swaziland
has embarked on a number if initiatives to improve
economic growth, increase revenue collection and
reduce expenditure. These have been outlined in the
ﬁscal adjustment roadmap, which has been developed
out of Government’s desire to implement decisive
immediate measures and reforms over the mediumterm to deal with the challenges of the global ﬁnancial
crisis, most notably, the sharp deterioration in the ﬁscal
outlook.

One of the fundamentals of this document is to bring the ﬁscal
position to sustainable levels through revenue enhancement
and better expenditure control and to create space for the
Government’s commitment to increase spending in the health
and education sectors.The roadmap also focuses on efforts to
promote a robust private sector to complement the envisaged
more efﬁcient public sector in mobilizing domestic and foreign
investment, diversify the economy, and accelerate employment
creation. Some of the government initiatives include;
i) Enhancement of revenue collection.This entails
improvement of collection on domestic revenues to reduce
dependence on customs revenue. Swaziland has established
a Revenue Authority which will improve efﬁciency in
revenue collection.
ii) Improving the investment climate to attract and retain
investment and create employment.The aim is to enhance
the country’s competitiveness in attracting foreign direct
investment and improve performance of the business sector.
The initiatives to be undertaken include reducing the cost

of doing business, regulatory procedural and institutional
reform, trade facilitation and promotion and diversiﬁcation
of the economy.
iii) Financial sector reforms including establishment of
a Financial Services Regulatory Authority, ensuring
sustainability of public debt and maintaining reserves at
appropriate levels
iv) Expenditure rationalization in order to reduce the budget
deﬁcit and maintain sustainable debt levels.The rationalization
of recurrent expenditure is imperative to provide a basis for
reforms designed to improve future allocations and efﬁciency
in providing the priority public services.
a. One of the target areas for reduction is personnel
costs which takes the largest proportion of recurrent
expenditure. In this regard, efforts will be made to
reduce the personnel costs by freezing vacancies,
eliminate redundant or non priority posts and relocate
other posts to where they better serve priorities. Waste
and non-priority allocations for goods and services
will be eliminated and where feasible government will

outsource services to enhance efﬁciencies over time.
b. Cuts in expenditures on goods and services will in
some cases go hand in hand with reduced or abolished
staff positions. New controls will be put in place to ensure
greater efﬁciencies in the delivery of goods and services.
In particular, the planned PFM reforms to improve
procurement, accounting, and auditing practices should,
overtime, reduce discretion and incentives to misallocate
goods and services.
c. Procurement reform - Government is currently
reviewing the procurement systems with a view to better
manage procurement risks and improve accountability and
increase efﬁciency in the use of government resources.This
will ensure better control of government expenditure. As
part of the procurement reform process, the Ministry of
Finance has developed new procurement regulations and
drafted the procurement legislation.
Government has developed strategies for the reform initiatives
and is already working on the relevant legislation.
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Strengthening resilience
in small island and
littoral developing
economies

Robert Read
Senior Lecturer in International
Economics, Lancaster University
Management School

hannelling new financial resources quickly to countries in need is a top priority for all parties under
the UN Framework Convention on Climate Change (UNFCCC). Yet despite the pledges made at
Copenhagen, little attention has been given to the principles of how this new climate finance should be
mobilised, administered and disbursed. Adopting an explicit framework of principles already embedded
within the international negotiations would help track and monitor this funding. In this way, trust could
be restored in the ability of developed countries to help meet the needs of developing countries, as the
latter respond to the challenges set by climate change on their sustainable development.

C

S

mall island and littoral (coastal) developing
economies (SILDEs) are highly susceptible to the
effects of climate change, and this is exacerbated by their
low resilience. Delivering growth and increasing per
capita incomes in the face of climate change requires
upgrading of their technological capacity to enhance
their trade performance, the key factor in their growth.
Obtaining climate change technologies is problematic
given the heavy dependence of SILDEs upon external
sources. FDI provides a solution, but SILDEs lack
absorptive capacity to utilise advanced technologies
effectively and encourage associated linkage and spillover
creation. This article is based upon an exploratory report
commissioned by the International Centre for Trade &
Sustainable Development (ICTSD).
SILDEs are particularly susceptible in the face of the
world’s changing climate. Rising sea levels, stronger and
more frequent tropical cyclones and sea surges, rising sea
surface temperatures and the increasing acidification of
surface waters are likely to lead to increasing inundation
of low-lying coastal areas, higher rates of coastal erosion,
growing contamination of fresh water aquifers and lenses
and irreversible ecological damage to coral reefs, coastal
mangroves and fisheries. Further, SILDEs have a lower
resilience to deal with the effects of climate change in
terms of the high cost of adaptation and their relatively
poor adaptive capacity because of their small size.
Climate change therefore has critical implications for
sustainable growth and long-term socio-economic
development in SILDEs.

Characteristics of SILDEs
SILDE is a non-standard term to encompass the vast
majority of all small developing economies which possess
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an oceanic littoral, including islands and archipelagos. A
littoral or coastal ecosystem zone is defined as extending
up to 100 kilometres inland or until an elevation of 50
metres is reached together with an outward extent of the
50 metre oceanic contour. The susceptibility of SILDEs to
the effects of climate change can therefore be expected to
be broadly similar as distinct from those of land-locked
economies. There are some 41 SILDEs with populations
of less than 3.5 million, of which 23 are members of the
Commonwealth (see Table 1).
The growth challenges facing small economies, such
as SILDEs, have only become fully apparent in recent
decades. These challenges arise directly as a consequence
of their small size and relate specifically to the impacts
of diseconomies of scale, which determine the feasible
limits on domestic activity, output composition,
trade, policy-making and economic growth.

Table 1. Commonwealth SILDEs
Antigua & Barbuda
Belize
Brunei
Dominica
Fiji
The Gambia
Grenada
Guyana
Jamaica
Kiribati
The Maldives
Namibia

Nauru
St Kitts & Nevis
St Lucia
St Vincent & The Grenadines
Samoa
Solomon Islands
Seychelles
Tonga
Trinidad & Tobago
Tuvalu
Vanuatu
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The principal economic characteristics are:
• Small (‘thin’) domestic markets leading to high unit
production costs and limited competition
• Small labour forces, often accompanied by high
unemployment
• Highly specialised but undiversified patterns of output,
exports and export markets giving rise to a high
exposure to exogenous shocks
• Asymmetry between output and consumption patterns
leading to a high degree of openness to trade.

upon maritime transport for trade in physical goods.
Two points arise with respect to diversification in
SILDEs in the context of climate change:
• Their narrow specialisation suggests a need for a
limited range of climate change-related technologies,
prior to any diversification.
• Their specialisation in services and natural resources,
together with agriculture and limited manufacturing, is
more in accord with the needs of climate change and
carbon-reduction than in many other economies.

In spite of these economic characteristics, many of the
SILDEs and other small economies have experienced
sustained growth and rising per capita incomes,
demonstrating that the challenges engendered by small
size are by no means always insuperable. The most
successful of these economies are based upon natural
resources, both renewable and non-renewable, together
with financial services and tourism. In contrast, the
poorest are generally characterised by relatively large
agricultural sectors, low incomes, high levels of
out-migration and a critical reliance on inflows of
remittances (often referred to as MIRAB economies –
migration, remittances and bureaucracy). While many
SILDEs do sustain some small-scale manufacturing, only
the largest (e.g. Jamaica) are able to support larger-scale
manufacturing activities.
Their high degree of openness to trade makes SILDEs
highly susceptible to external shocks, macroeconomic
instability and growth volatility. These shocks may be
further exacerbated by remoteness. Nevertheless, trade
is also their principal source of growth and a key
component in enhancing their resilience to such shocks.
The standard solution to reduce the impact of external
shocks is diversification, but this is highly constrained
in SILDEs by costly diseconomies of scale in many
alternative activities. Further, policies to reduce the trade
dependence of SILDEs would be severely detrimental to
their long-term growth and resilience. Effective policies
to augment growth and enhance resilience in the face of
climate change should aim primarily to improve their
trade performance.

The ability to reduce the adverse impacts of external
shocks, including climate change, is determined by
resilience; the resource capacity to recover from and/or
adjust to the negative effects of these shocks. Building
resilience in SILDEs is dependent upon reducing their
susceptibility to the harmful impacts of climate change –
including improvements to their competitiveness
and upgrading their supply-side policies – and the
accumulation of precautionary resources. Many SILDEs,
however, particularly the poorest, lack the policy capacity
to foster improved resilience and fund climate adaptation
and mitigation. Investing in climate change adaptation in
SILDEs is therefore a key element in improving their
adaptive capacity and building their resilience.

Susceptibility to climate change and
resilience in SILDEs
SILDEs are especially vulnerable to the effects of climate
change because of their size, proneness to natural
hazards, openness to trade and generally low adaptive
capacity, while the costs of adaptation relative to GDP
are high. These effects can be expected to have severe
consequences for those with large littoral or coastal
ecosystems relative to their total land area.
SILDEs contribute very little to global greenhouse gas
emissions, but the effects of climate change on their
trade and growth are likely to be significant in key
sectors, notably agriculture, fisheries and tourism. The
growth of long-haul tourism in more remote SILDEs
has depended upon the expansion of relatively low-cost
air links. Further, many SILDEs remain heavily reliant

Enhancing sustainable growth in SILDEs
Sustainable growth relies upon the inter-dependency
between enhancing domestic competitiveness and its
environmental implications. This has three principal
elements: compliance with environmental standards;
natural resource use; and biodiversity.
Climate change is likely to be a catalyst for more
stringent national or international environmental
standards being applied to a growing range of exports of
goods and services. Compliance may require exporting
countries to undertake possibly costly upgrading,
including investment in climate-change-related
adaptation and mitigation technologies, and may
be beyond the resources of many SILDEs. These
technologies may also increase the minimum efficient
scale of output, so further reducing their future
international competitiveness.
Non-renewable and renewable natural resources are
both subject to depletion as a result of climate change,
over and above over-exploitation. Fisheries, including
aquaculture, are a major contributor to employment and
diets as well as export revenues in SILDEs. They are
especially susceptible since climate change is expected to
affect coastal fisheries more severely than oceanic ones
and the long-term viability of the sector is dependent
upon the carrying capacity of specific environments
and the extent of over-fishing. Good governance,
both national and international, is therefore critically
important for the sustainability of the sector
Policies to enhance resilience in the face of climate
change may necessitate increased natural resource
depletion and accelerating exhaustion of renewable
and non-renewable natural capital. Environmental
Washington D.C., USA, 7-8 October 2010
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accounting to evaluate the long-term growth
implications of depleting natural capital provides an
effective means to balance these competing objectives.
Environmental degradation reduces the quality of
natural capital and may affect resilience to climate
change in SILDEs. Advanced resource extraction and
processing technologies are often energy-intensive but,
paradoxically, they are more likely to embody climate
change adaptation and mitigation best practice. Poor
land-based waste water disposal systems, notably in
aquaculture, are leading to the degradation of coral reefs
and coastal mangrove resources – important defences
against coastal erosion – as well as inshore fisheries.
Biodiversity is an important environmental asset and a
potential source of competitive advantage that requires
sustainable management. Many SILDEs are unusually
well-endowed with natural environmental assets owing
to their distinctive ecosystems which offer the potential
for niche environmental activities such as eco-tourism.
Climate change, however, represents a major threat to
the sustainability of the unique biodiversity and fragile
ecosystems in SILDEs, highlighting the need for the
sustainable economic development of these assets.

Enhancing technology capacity and
competitiveness in SILDEs
Enhancing technological capacity facilitates the
development of local capabilities to diversify production,
raise productivity and increase value added in exports, and
is crucial for developing countries to close the ‘knowledge
gap’ with advanced economies. This also requires the
augmentation of local capacities to create and adapt
technology. In the context of climate change, this also
requires the domestic absorption of adaptation and
mitigation technologies. Enhancing local technological
capacity in SILDEs, however, is potentially problematic.
The lack of a critical mass of human and financial
capital in SILDEs, coupled with diseconomies of scale,
constrain the capacity for domestic R&D and thus limit
indigenous technological innovation and improvement.
Few globally competitive firms with the resources to
undertake cost effective R&D have a local presence,
while public sector funding is likely to fall well short of
the sums required to be internationally competitive
creators of knowledge. This lack of R&D capacity also
hinders domestic diversification, even where feasible.
Enhancing the technological capacity of SILDEs is
daunting, even without the need for climate change
technologies involved in adaptation and mitigation.
A major barrier to the adoption of such technologies
remains the high cost of intellectual property royalties
and licence fees. Access to best-available technology is
therefore likely to force SILDEs to be heavily reliant
upon external financing, primarily foreign direct
investment (FDI). This enhances growth through inflows
of capital embodying advanced technologies, know-how
and market access, all of which are in short supply in
SILDEs. FDI alone, however, cannot be relied upon as a
source of such technology, given the limited incentives
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to upgrade the domestic technological base of SILDEs.
Further, many SILDEs lack the absorptive capacity to
utilise adaptation and mitigation climate change
technology effectively in spite of human capital being a
key factor in their comparative advantage.
A further means by which the international
competitiveness of SILDEs can be enhanced is through
improvements in direct and indirect domestic linkages
and spillover. These improve co-ordination between
sectors by encouraging the development of local supply
chains, industrial clusters and industrial districts to
increase employment, technological intensity and labour
productivity. Linkage and spillover creation in SILDEs,
however, is likely to be restricted, primarily because of
their narrow and shallow economic structures.

Concluding comments
SILDEs are highly susceptible to effects of climate
change. This susceptibility is exacerbated by the high cost
of climate adaptation and mitigation and their relatively
poor adaptive capacity as a consequence of their small
size and low incomes. SILDEs need to strengthen their
resilience to the effects of climate change in order to
deliver growth and increasing per capita incomes. This
requires the upgrading of their technological capacity to
improve their international competitiveness and enhance
their trade performance, the key factor in their growth.
The acquisition of climate change adaptation and
mitigation technologies, however, is problematic for
SILDEs, given their heavy dependence upon external
sources, including FDI. To maximise the benefits of such
FDI inflows, SILDEs need to tackle their lack of
absorptive capacity to utilise these advanced technologies
effectively and also promote the creation of associated
linkages and spillovers where possible.
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Bermuda: Meeting the Challenges of
Today’s Global Economy
Economic Background
Bermuda is located in the Western Atlantic
with a landmass of 53 square kilometers and a
population of 62,000. From the very early days
of settlement in the 17th Century, Bermuda has
been engaged in some form of international
economic activity. From whaling, shipbuilding
and salt-raking during the 17th Century, to the
export of spring vegetables to the US in the 19th
Century, international commerce has been an
enduring feature of Bermuda’s economic history. In the 21st Century, international business
activity and the provision of business services
have strengthened their positions as the leading
sectors of Bermuda’s economy.

The Bermuda Monetary Authority:
Monetary Authority Act 1969
The Bermuda Monetary Authority (the ‘Authority’) was established in 1969 under the Bermuda
Monetary Authority Act. The Authority is
responsible for the supervision, regulation, and
            
and from within Bermuda. The Authority also
issues currency; manages exchange control transactions; assists other agencies with the detection
 #        # 
{#       nancial and monetary matters. The Authority has
#      
regulation that it applies to the Bermuda Stock
Exchange, the supervision of banks, trust companies, investment businesses, investment funds,
fund administrators, money service businesses
and insurance companies which is supported by
a programme of onsite supervision.

Anti-Money Laundering
Bermuda has had a long-standing commitment
to knowing its clients (KYC) dating back over
50 years. Subsequent to World War 2, legislation

was put in place requiring persons wishing to
establish companies in Bermuda, to provide de    /     $#
the years, the legislative framework in Bermuda
has been updated and enhanced and currently,
anyone wishing to do business in or from within
Bermuda through any type of corporate structure is subjected to vetting by both the service
provider and the Authority. Further transfers
of shares by non-Bermudians are also subject
to review and/or control. This has resulted in a
  }~ /      # 
community and an emphasis on “quality” rather
than “quantity”. Bermuda has legislation dealing
/ 
        
international sanctions. In addition, there is a
      @$?/ 
deals with the enforcement of UN sanctions.
Bermuda has been placed in the lowest risk category in the most recent assessment by the US
State Department on vulnerabilities and threats
to US national security and the stability of the
             

The Bermuda Insurance Market
In the 1960s, Bermuda was a pioneering domicile
for captive insurance companies. Bermuda
remains the second largest domicile, after the
US for captive companies. In the mid 1980s, Ace
Ltd and XL Capital Ltd were formed for the
sole purpose of providing excess liability cover
to the US market. The provision of other lines
 #      
soon followed. In 1988 Centre Re was formed
to provide the innovative structured reinsurance. These companies chose to incorporate in
Bermuda because of speed to market, proximity
to the New York markets and Bermuda’s links
to the UK. Following the loss of capacity in the
US market after the 1992 Hurricane Andrew,
eight property catastrophe reinsurers entered

the market. In the late 1990s, Arrow Re (Goldman Sachs) and Lehman Re (Lehman Brothers)
were formed to facilitate reinsurance access to

capital markets. These companies were followed
       # 
guarantees for debt securities.

The Bermuda Model
To be successful in the competitive global arena,
            "         
developments and opportunities. At the same
time, it must commit the resources to provide
good governance, proper regulation and effective
oversight. Together these factors characterise
     &   
business in a country that is sound and credible,
and known internationally for probity, endurance, and market-driven solutions. Bermuda is
a cardinal example of this brand. The roster of
‘blue chip’ companies that have chosen to locate
in Bermuda and to conduct their business under
its umbrella, including those with strong links
to Lloyds of London, is strong testament to the
    $ & 
pegged at par with U.S. doll.
Contact:

Registrar of Companies
30 Parliament Street,
Hamilton HM 12, Bermuda
Direct Dial: (441) 297 7574
Fax: (441) 292-6640
Website: www.roc.gov.bm
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hannelling new financial resources quickly to countries in need is a top priority for all parties under
the UN Framework Convention on Climate Change (UNFCCC). Yet despite the pledges made at
Copenhagen, little attention has been given to the principles of how this new climate finance should be
mobilised, administered and disbursed. Adopting an explicit framework of principles already embedded
within the international negotiations would help track and monitor this funding. In this way, trust could
be restored in the ability of developed countries to help meet the needs of developing countries, as the
latter respond to the challenges set by climate change on their sustainable development.

C

he Commonwealth places considerable emphasis
on tackling climate change, recognising the
vulnerability of small island states and least developed
countries in particular. Following the uncertain outcome of
the Copenhagen Conference of the Parties (COP) meeting,
2010 is a critical year to secure progress on an international
response that is both adequate to the needs of the poorest
countries and equitable in the sharing of responsibility of
action to remain within a global 2ºC temperature rise.
The commitment to provide new finance in support
of climate change actions in developing countries was
one of the few areas where tangible progress was made
at the Copenhagen meeting. Securing a system that
manages these new financial flows is an immediate
challenge for the international community.

T

Estimating global needs for climate finance
Some understanding of the scale of the overall finance
required is necessary to gauge whether proposed action
is commensurate to need. However, all current estimates
employ a global, top-down approach. There is huge
uncertainty in this method, which can be seen in the
widely differing figures of alternative assessments.
As one example, the European Commission estimates
that developing countries will need €5-7 billion from
international public sources per year between 2010 and
2012 (for fast start financing), €9-13 billion in 2013,
building up to a level between €22 and €50 billion per
year by 2020. These estimates are based on the
assumption that developed countries commit to
emission reduction targets of 30 per cent below the
1990 baseline in aggregate (something that has yet to be
achieved) and that developing countries limit the
150
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growth of their emissions to roughly 15-30 per cent
below business as usual by 2020. With less ambitious
emission reduction pledges by developed countries, the
need for international public finance may more than
double, rising to €120 billion per annum in 2020.

Principles of climate finance under the
UNFCCC
As new funding mechanisms to tackle climate change
have developed, a number of principles have been
proposed to assess their relative worth. However, there
has been little emphasis on how these principles might
fit together in a coherent framework by which
compliance with the principles could be assessed. Such a
framework may usefully be constructed by linking the
three sequential phases that relate to the mobilisation,
administration and disbursement of funding (Table 1).
The following sections examine the principles and
criteria relevant for each of these three phases.
Fund mobilisation

In terms of resource mobilisation, there is increasing
consensus that the principle that ‘the polluter pays’
should apply to national contributions towards the
global costs of climate change, and that the level of
funding should be relative to national wealth (‘respective
capabilities’). In addition, developed countries assumed
an obligation to provide new and additional financial
resources to meet ‘the agreed full costs by developing
countries Parties’ under Article 4 of the UNFCCC. It
was also acknowledged that the implementation of these
commitments should take into account the need for
adequacy and predictability in the flow of funds.
This was subsequently re-emphasised under Paragraph 1
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Table 1. Principles and criteria for climate change funding
Phases in delivery of funding

Principle

Criteria

Mobilisation – how funds
are raised

The polluter pays

Financial contributions are relative to the quantity of emissions

Administration – how funds
are managed

Respective capability

Financial contributions are relative to national wealth

Additionality

Funds are more than existing aid commitments

Adequacy

Funds generated are equal to the scale of the task of maintaining global
temperature rise to below 2ºC

Predictability

Funding is known and secure over a multi-year funding cycle

Transparency

Funding structure, financial data, decision-making processes and
decisions are put in the public domain

Accountability

Fund management reports to a recognised authority

Equitable representation There is broad representation of all stakeholders with regard to the
decision-making of the fund
Disbursement – how funds
are spent

National ownership

Recipient countries exercise leadership over their climate change
policies and strategies

Timeliness

Funding is delivered when required

Appropriateness

The funding modality does not result in additional burdens for the recipient

Access for the most
vulnerable

Credit, resources and technologies are made available to vulnerable
groups

(e) of the Bali Action Plan and can therefore be taken as
a core commitment of developed countries under the
climate change convention. Some of the issues that
remain to be addressed to ensure clarity over the
implementation of these principles include:
The polluter pays – while it is acknowledged that the
amount pledged should relate to the level of greenhouse
gas emissions of the countries concerned, whether this
includes ‘historic’ emissions is uncertain, in part because
of data constraints. The timescale over which emissions
are measured matters in determining national
contributions and is therefore the subject of intense
political negotiation. Unfortunately, historic data are
lacking and limit how far back in time reliable estimates
can be made. A pragmatic performance indicator could
be developed using 1990 as the base year, as comparable
national estimates began to be collated from this date.
Respective capability – contributions should relate to
a measure of national wealth. However, major changes
are under way in countries’ relative economic
performance, with strong comparative growth occurring
in countries such as China, Brazil and India at a time
when many developed country economies have
experienced a decline in the growth of national wealth.
The choice of the reference year for any international
comparison is therefore another key concern. One
approach would be to use the same period of time for
emissions and national wealth estimates, so as to derive
indicators with a common time period.
New and additional – funding should be additional to
existing official development assistance (ODA)
commitments to avoid the displacement of financial
flows that are needed for development. This principle
has been the subject of much discussion, yet the statistics
collected do not appear to allow for the separation of
existing ODA expenditure from climate finance
classified as ODA, and hence a suitable criterion (and

performance indicator) remains elusive. The possibility
of labelling national contributions as being non-ODA
transfers has not achieved traction with any of the major
contributors, although this would provide a performance
indicator that could be readily assessed.
Adequate – this is presently understood to mean the
level of funding required to keep within a global 2ºC
temperature increase scenario. However, at the COP
meeting in Copenhagen there were strong calls from
some countries that the global temperature rise target
should be reduced to 1.5ºC, which would have a
significant impact on the level of funding needed. Yet, as
described above, the estimate of need remains an area of
considerable uncertainty. To make progress may require
moving away from the present global, top-down approach
and replacing it with national estimates of need, as
documented within national climate change strategies.
Predictable – financial flows should be sustainable over
the medium term to allow national investment
programmes to plan, scale up and implement priority
actions for adaptation and mitigation. However, it is
unlikely that public finance can be secured over more
than a few years, due to national treasury rules within
contributing countries. An indicator of performance
could consider the proportion of funding pledged over
successively longer time periods.
Fund administration

Three principles can be identified that underpin the
management of climate funds. The first two of these have
featured strongly in parallel debates over how
development co-operation funds should be administered
and relate to the high standards of probity expected over
public finances in democratic states: that such funding
should be administered in a transparent and accountable
manner. The third principle, that of equitable
representation, can be characterised by the need for a
broad representation of all stakeholders on the fund
Washington D.C., USA, 7-8 October 2010
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decision-making body. This represents a significant
departure from development co-operation norms, where
a donor-recipient relationship has applied. Much of the
early discussion surrounding the Kyoto Protocol
Adaptation Fund (AF) and the World Bank-administered
Climate Investment Funds (CIFs) centred on this point.
In both cases, the outcome was novel; with regards to the
CIFs, decision-making is undertaken by trust fund
committees, which have equal representation from
developed and developing countries. Similarly balanced
representation from major constituencies occurs on the
AF Board. For all three principles, however, specific
performance indicators have yet to emerge. Who will be
responsible for assessing such performance is also unclear.
Fund disbursement

Much less attention has been given to the principles that
underpin how climate finance should be disbursed. Yet
this is a key stage of the overall financial architecture that
will determine whether climate finance will be effective,
efficient and equitable. Four principles of action to be
considered are:
National ownership – as measured by the extent to
which recipient countries exercise leadership over their
climate change policies and strategies. This principle is
mirrored in the Paris Declaration on Aid Effectiveness,
reflecting the centrality of self determination in all
international relations. It implies that countries determine
their own spending needs based on national strategies.
Once the appropriate definition of a national climate
change strategy is agreed upon this should become a
reasonably straightforward performance indicator.
Timeliness – the timing of funding did not feature as
an implementation principle in the Paris Declaration,
but was subsumed within the principle of alignment
with national strategies, institutions and procedures.
However, it may be worth elevating this issue to the
principle level for climate finance as the timing of action
is becoming ever more important as the science of
climate change advances our understanding of what
needs to be done. An appropriate performance indicator
could be the time taken from when political statements
on funding are made to the disbursement of such funds
in support of national actions.
Appropriateness – there is a consensus that the funding
modality should not result in additional burdens for the
recipient country, but as yet little agreement over the
appropriate performance indicator by which this could be
measured. Civil society has raised concerns over climate
finance delivered as loans, not grants, but some countries
hold firmly to the view that loan finance may be appropriate
under specific national conditions, depending upon what is
being financed. A more nuanced indicator is required.
Access for the most vulnerable – equity is a strong
underlying principle of international climate funding.
Climate finance should be distributed in an equitable
manner, responding to the needs of all countries and
taking into account the social and economic reality of the
recipients. This will require that credit, resources and
technologies are made available to vulnerable groups. How
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this can be measured in an explicit and unambiguous way
has yet to be determined. At the national level the relative
allocation of international funds between middle income
and low income countries would be an early indicator of
whether the equity principle was being upheld.

What next?
A key concern for the Commonwealth should be the
emphasis given to matching international financial
resources with defined needs, as identified through
National Communications, National Adaptation
Programmes of Action and now Nationally Appropriate
Mitigation Actions. In this context, something can be
learned from the earlier experience of the development
co-operation relationship. Prior to the Paris Declaration
on Aid Effectiveness, national ownership over the
development process was a principle of engagement that
donors at times ignored. What may be needed now is a
similar ‘Paris Declaration’ for the provision of climate
finance (while recognising the very different relationship
that exists between North and South over climate
change compared to development co-operation). The
value of the Paris Declaration was that it drilled down,
going beyond vague statements of principle to agree
explicit criteria and indicators by which progress could
be impartially monitored by all parties.
Over the immediate period up to 2012 there are a
number of choices for the countries of the
Commonwealth to make with regard to climate finance:
whether to continue the focus on fund mobilisation or
to direct more effort at the design of optimal
disbursement channels within recipient countries;
whether to continue with a range of funding initiatives
or to acknowledge redundancy or competition and
address these; and how to work with other global
interests, including the United States and China, in order
to keep the UNFCCC process alive and ensure that
pledges on climate finance are honoured. Climate finance
needs to become more effective, efficient and equitable.
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